
Leon L. Nowalsky

Benjamin W. Bronston
Edward P. Gothard

August 17, 2005

NOWALSKY, BRONSTON 8c GOTHARD
A Professional Limited Liability Company

Attorneys at Law

3500 North Causeway Boulevard
Suite 1442

Metairie, Louisiana 70002
Telephone: (504) 832-1984
Facsimile: (504) 831-0892

Monica Borne Haab

EllenAnn G. Sands

Philip R. Adams, Jr.

Of Counsel
Bruce C. Betzer

VIA OVERNIGHT DELIVERY

Executive Director
South Carolina Public Service Commission
The Koger Center
101 Executive Center Drive
Columbia, SC 29210

Re: Application by Universal Access, Inc. An dVanco Direct USA, LLC for
approval of an Asset Purchase Agreement and Transfer of Customers

Dear Sir or Madam:

On behalf of Universal Access, inc. and Vanco Direct USA, LLC, enclosed please find an
original and five (5) copies of the referenced Application and Verified Testimony.

Please date stamp and return the enclosed extra copy of this letter in the envelope
provided.

Please call me should you have any questions concerning this filing. Thank you for your
assistance with this matter.

Sincerely,

EllenAnn . Sands
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BEFORE THE PUBLIC SERVICE COMMISSION
STATE OF SOUTH CAROLINA

APPLICATION BY
UNIVERSAL ACCESS, INC.
AND VANCO DIRECT USA, LLC
FOR APPROVAL OF AN
ASSET PURCHASE AGREEMENT
AND TRANSFER OF CUSTOMERS

CASE NO.

JOINT APPLICATION

Universal Access, Inc. ("UAI") and Vanco Direct USA, LLC ("Vanco") (together,

"Applicants" ), pursuant t o the applicable Statutes of this State and t he C ommission's

Rules and Regulations currently in effect and/or subsequently enacted, hereby jointly

request Commission approval of a transaction whereby, pursuant to an Asset Purchase

Agreement (the "Agreement" ),
" Vanco will acquire substantially all of the assets of UAI,

including, but not limited to, UAI's customer accounts in this State (the "Acquisition" ).

Since August 2, 2004, Universal Access Global Holdings, Inc. ("Holdings" ), its

wholly owned subsidiary, UAI, and each of UAI's wholly owned subsidiaries, have been

operating under the protection of the United States Bankruptcy Court for the Northern

District of Illinois, Eastern Division (the "Bankruptcy Court" ). The Agreement has been

approved by the Bankruptcy Court. '

In connection with the filing of this Application, Applicant, Vanco, which is not

presently certified as a telecommunications provider in this state, has filed an

A copy of the Agreement is attached hereto as Exhibit "A."

2
See In Re: Universal Access Global Holdings, Inc. , et al. , Case No. 04 B 28747 (jointly Administered) (the "Chapter 11

Case") pending in the United States Bankruptcy Court for the Northern District of illinois, Eastern Division.

3
A copy of the Order of the Bankruptcy Court is attached hereto as Exhibit "B".
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application for certification to operate as a reseller of both local and long distance

telecommunications ser vice in this State.

Applicants respectfully submit that the expeditious completion of the Acquisition

is necessary to ensure uninterrupted service to UAI's customers. In particular, UAI's

financial difficulties substantially limit its ability to compete effectively and hamper the

company's ability to obtain the resources required to fulfill customer requests and

continue to provide high quality services. UAI will continue to provide service to its

customers until such time as Vanco's certification to provide telecommunications

services has been approved as well as the approval of the Agreement and this

Application.

Applicants emphasize that the Acquisition will not change the rates, terms and

conditions under which UAI's customers will receive service. The Acquisition benefits

UAI customers by providing them assurances that they will continue to receive the same

high quality services previously rendered to them. In compliance with applicable law,

customers of UAI will be informed of the Acquisition. Accordingly, approval of the

Acquisition will not in any way be detrimental to the public interests of this State.

In support of this Application, Applicants submit the following:

I. THE PARTIES

1. Vanco is a Delaware limited liability company with principal offices located

at 1420 Kensington Road, Suite 103, Oak Brook, Illinois 60523. Vanco has applications

for certification as a local and long distance telecommunications resale provider pending

See Vanco's Interexchange and CLEC application filed in Docket No. 2005-231-C dated 8/4/05.

5
The proposed form of the customer notice is provided in Exhibit C attached hereto.
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with the Commission. Vanco is currently filing applications for certification to provide

resold local and long distance telecommunications services throughout the United

States.

2. UAI is a Delaware corporation with principal offices located at 200 S.

Wacker Drive, Suite 1200, Chicago, IL 60606. UAI is a certificated local and long

distance telecommunications resale provider in this State. UAI's parent company,

Holdings, is publicly held. Since August 2, 2004, UAI has been operating as a debtor

and debtor-in-possession under the supervision of the U.S. Bankruptcy Court for the

Northern District of Illinois, Eastern Division.

II. OESIGNATED CONTACTS

The designated contact for questions concerning this Application is:

EllenAnn G. Sands, Esq.
Nowalsky, Bronston 8 Gothard
A Professional Limited Liability Company
3500 North Causeway Boulevard, Suite 1442
Metairie, Louisiana 70002
Telephone: (504) 832-1984
Fax: (504) 831-0892

dddd Id

Russell M. Blau, Esq.
Douglas D. Orvis II„Esq.
Swidler Berlin LLP
3000 K Street, NW, Suite 300
Washington, DC 20007
Telephone: (202) 424-7835
Fax: (202) 295-8478
rmblau swidlaw. com
Ddorvis swidlaw. com

6 Vanco's applications are pending in Docket No. 2005-231-C.

7
UAI provides resold local and long distance telecommunications services in this State pursuant to authority

granted as of 5/11/2000.
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Copies of such correspondence should also be sent to:

Vanco Direct, USA, Ll C
1420 Kensington Rd. , Suite 103
Oak Brook, IL 60523
Telephone: (630) 218-5890
Facsimile: (630) 218-5891

Universal Access, Inc.
Richard Monto, Esq.
Chief Legal Officer
200 S.Wacker Drive, Suite 1200
Chicago, IL 60606
Fax: (312)660-1290
Rmontouniversalaccess. net

The Official Committee of Unsecured Creditors
Of UAI

Richard M. Adler, Esq.
Winston 8 Strawn LLP
101 California Street, Suite 3900
San Francisco, CA 94111
Fax: (415) 591-1400
radler@winston. corn

III ~ REQUEST FOR APPROVAL OF THE ACQUISITION

5. The Acquisition contemplates the following:

a. Vanco will receive ownership, right, title and interest in and to
substantially all of UAI's assets, including its customer accounts, as
defined in the Agreement.

b. The bankruptcy estate of UAI will receive the purchase price set
forth in the Agreement, pursuant to an Order of the Bankruptcy
Court approving the Agreement.

6. Vanco is well-qualified to consummate the transactions which are the

subject of this Application. Current financial information for Vanco was previously

provided in connection with Vanco's application for certification and is incorporated

herein by reference. The technical, managerial and financial personnel of UAI will
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200 S. Wacker Drive, Suite 1200

Chicago, IL 60606
Fax: (312) 660-1290
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101 California Street, Suite 3900
San Francisco, CA 94111
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radler@winston.com
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continue to oversee the operations of UAI until such time as Vanco receives its authority

to provide service in this State. The technical, managerial and financial personnel of

UAI will assist Vanco with the transition and integration of the acquired Assets after

consummation of the transaction. Information on Vanco's management team was

previously provided in connection with Vanco's application for certification and is

incorporated herein by reference.

7. Because Vanco will acquire substantially all of the assets of UAI and UAI

will thereafter cease operations in this State, UAI will no longer require authority to

provide service in this State. Applicants therefore respectfully request that, through this

proceeding, the Commission grant any authority necessary to permit UAI to discontinue

service upon approval of this Application and consummation of the Acquisition, and permit

UAI to relinquish its certification in this State, simultaneously with the effective date of the

Acquisition.

IV. PUBLIC INTEREST CONSIDERATIONS

8. Crucial to the Acquisition is the need to ensure the continuation of high

quality, uninterrupted service to all customers currently served by UAI. The Acquisition

will serve the public interest in that it will ensure that current UAI customers maintain

uninterrupted service.

9. The Acquisition will not have any impact on UAI's customers in terms of

the services that they receive. In particular, the Acquisition will not cause any change to

the rates, terms and conditions of service that UAI's customers receive. Vanco has

incorporated such rates, terms and conditions into its tariffs by separate filing.
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10. The Acquisition will also serve to create a heightened level of operating

efficiency which generally will serve to enhance the overall capacity of Vanco to

compete in the marketplace and to provide telecommunications services for a greater

number of consumers in this State at competitive rates.

V. EXPEDITED REVIEW

11. Applicants request expedited review and disposition of the instant

Application due to UAI's financial difficulties and in order to ensure that the transaction

is transparent to the affected customers with no interruption in service.

Vl. NO TRANSFER OF CERTIFICATES

12. Applicants do not request transfer of UAI's Certificates of Public

Convenience and Necessity, or other operating authority, to Vanco. UAI requests that

its Certificates be considered surrendered upon approval of UAI's authority to provide

service in this State and upon completion of the instant transaction.
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VII. CONCLUSION

13. WHEREFORE, for the reasons stated herein, Applicants respectfully

request that the Commission approve the Agreement and authorize UAI and Vanco to

consummate the Acquisition as soon as possible.

DATED this 17th day of August, 2005.

Respectfully submitted,

EllenAnn G. Sands
Nowalsky, Bronston 8 Gothard
A Professional Limited Liability Company.
3500 North Causeway Boulevard
Suite 1442
Metairie, Louisiana 70002
{504)832-1984
Counsel for Vanco Direct USA, LLC

Russell M. Blau
Douglas D. Orvis II

Swidler Berlin LLP
3000 K Street, NW, Suite 300
Washington, DC 20007
Telephone: {202)424-7835
Fax: {202)295-8478
Counsel for Universal Access, Inc.
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BEFORE
THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA
DOCKET NO.

Verified Testimony of Brian Registe

IN RE: Application for Approval of an Asset Purchase Agreement between Universal Access,
Inc. and Vanco Direct USA, LLC

Q. Would you please state your name, title and business address for the record?

A. Brian Registe, Financial Controller of Vanco Direct USA LLC., 1420 Kensington Road,
Suite 103, Oak Brook, Illinois 60523.

Q. What authority does the Application seek?

The application requests Commission approval of an Asset Purchase Agreement between

Universal Access, Inc. ("UAI") and Vanco Direct USA, LLC ("Vanco").
Under the Agreement, Vanco will acquire substantially all of the assets ofUAI, including,
but not limited to, UAI's customer accounts

Q. Does UAI presently hold authority &om the Commission?

A. Yes. UAI is a certificated carrier in this state, pursuant to authority granted 5/11/2000.

Q. Does Vanco presently hold authority &om the Commission?

A. No. Vanco has an application pending before the Commission to provide interexchange
and CLEC telecommunications services in Docket No. 2005-231-C.

Q. Will UAI continue to provide service as an independent entity after the transaction?

A. No. Vanco will provide service pursuant to its own certification and UAI will cancel its
certification.
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Prefiled Testimony of
Brian Registe
Pa e Two

Q. How will the transaction affect UAI's current customers in South Carolina?

A. The transaction will ensure that current UAI customers maintain uninterrupted service.
All current UAI customers will be given the opportunity to switch their service from UAI
to a different carrier. Those customers of UAI who choose not to switch their service to a
different carrier will receive service from Vanco pursuant to Vanco's South Carolina

authority.

Q. Is Vanco experienced and financially qualified to consummate this transaction?

A Yes. Vanco is well-qualified to consummate the transactions proposed in the Application.

Q. Does this complete your testimony at this time?

A. Yes, it does.
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STATE OF ILLINOIS

COUNTY OF DU PAGE

VERIFICATION

I, Brian Registe, am the Financial Controller of Vanco Direct USA, LLC, and am authorized to

make this verification on its behalf. The statements made in the foregoing Application are true of my own

knowledge, except as to those matters which are therein stated on information and belief, and as to those

matters I believe them to be true.

By:
Name

' egiste
Title: Financial Controller

Sworn to and subscribed before me, Notary Public, in and for the State and County named above,

this j2 day of August, 2005.

Nota P

My commission expires:
"OFFlCIAL SEAL~~
PAUL V KINEALY

Notary Public, State of Illinois
My Commission Expires 03/22/09

STATE OF .ILLINOIS

COUNTY OF DU PAGE

VERIFICATION

I, Brian Registe, am the Financial Controller of Vanco DirectUSA, LLC, and am authorized to

make this verification on its behalf. The statements made in the foregoing Application are true of my own

knowledge, except as to those matters which are therein stated on information and belief, and as to those

matters I believe them to be true.
f

Title: Financial Controller

Sworn to and subscribed before me, Notary Public, in and for the State and County named above,

this _ day of August, 2005.

.o,a 
My commiss=on expires:



STATE OF ILLINOIS

COUNTY OF COOK

VERIFICATION

I, Richard L. Monto, am the Chief Legal Officer of Universal Access, lnc. , and am authorized to

make this verification on its behalf. The statements made in the foregoing Application are true of my own

knowledge, except as to those matters which are therein stated on information and belief, and as to those

matters I believe them to be true.

l
Name: Richard L. Monto
Title: Chief Legal Officer

Sworn to and subscribed before me, Notary Public, in and for the State and County named above,

this 27 day of July, 2005.

otary Public

My commission expires:
reap/

g$

"OFFICIAL SEAL"
Pmnela A. Buchanan
Notary Public, State of Illinois

My Commission Exp. 04/23/2009

STATE OF ILLINOIS

COUNTY OF COOK

VERIFICATION

I, Richard L. Monto, am the Chief Legal Officer of Universal Access, Inc., and am authorized to

make this verification on its behalf. The statements made in the foregoing Application are true of my own

knowledge, except as to those matters which are therein stated on information and belief, and as to those

matters I believe them to be true. BYm-_-"_ !onO_e:Richard" L. t

Title: Chief Legal Officer

Sworn to and subscribed before me, Notary Public, in and for the State and County named above,
this 27 t"day of July, 2005.

I = I

My commission expires: Qq/_'_/_
@

la A. Buchanan
Notary Public, State of Illinois
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VAN CO AND UNIVERSAL ACCESS

SET FUR SE AG EMENT

ASSET PURCHASE AGREEMENT (this "A~Leem~"), dated as of March 24, 2005
(S 'se '

D "I d d I d N 77, ddd, 2 ANCO Dle!CS
USA, LLC, a Delaware Limited Liability Company ("~Bu ' or "Vapo"), and UNlVERSAL

CCRSS GIDGAL NO INGS INC, ~ I
'

tMVRRRAL CCRS, IN
a Delaware corporation; LMVERSAL ACCESS OF VRGINIA, INCds a Virginia corporation;
TRI-QUAD ENTERISRISBS, INC. , a Connecticut corporation; and UNI'VERSAI. ACCESS
COMMUNICATIONS, INC. , a Delaware corporation (collectively, "Ateliers or ""Debtors" or
individually, "~all "or "Debtor").

PRELIMNARY S ATEMENTS:

I. Sellers are engaged in the business of providing private line telecommunications
snd other related services to communications intensive customers (collectively, the "~Busi css").

2. Sellers are the debtors and debtors in possession in In: Universal Access Global
~RS I . S. C N. NS»I (I S Ad

''
G((G Odd IC "7.

pending in the United States Baakruptcy Court for the Northern District of Illinois, Eastern
.d R Gl* S.dd, 'Sg(d *D~IC "2.

3. Se11ers desire to sell to Buyer, and Buyer desires to purchase from Sellers,
substantially all of the assets owned and used by Sellers in connection with the Business (other
than those assets spcci6cally cxc)uded herein), all on the terms and subject to the conditions sct
forth herein.

NOW', THEREFORE, in consideration of the mutual covenants and agreements
hereinafter sct forth, the parties hereto hereby agree as follows:

ARTICLE I
MFINf nONS

1.1 DeGnitions. In this Agrccmerit, the following terms have the meanings specified
or referred to in this Section 1.1 and shall be equally applicable to both the singular and plural
forms. Any agreement referred to below shall mean such agreement, as amended, supplemented
and modi5cd from time to time to the extent permitted by the applicable provisions thereof arfd

by this Agreement.

"2 R
' Sl" gv Id(( S~2.

"AffBiate" means, with respect to sny person, any other person which directly or

indirectly Controls, is Controlled by or is under common Contml with such Pe(eon.

"Agreemeatss has the meaning specified in the preamble.

VANCO AND UNIVERSAL ACCF_S

ASSET PURCHASE AGREEMENT

ASSET PURCHASE AGREEMENT (this "Agreement"), dated as of March 24, 2005

(the "Effective Date") and amended and re-executed May 17, 2005, between VANCO DIRECT
USA, LLC, a I)clawar_ Limited Liability Company C_u_.Ky._' or "Van_"), and UNIVERSAL
ACCESS GLOBAL HOLDINGS INC.,a Delawers corporation;UNIVERSAL ACCESS, INC.,

a Delaware corporation; UNIVERSAL ACCESS OF VIRGINIA, INC., a Virginia corporation;

TRI-QUAD ENTERPRISES, INC., a Connecticut corpocaion; and UNIVERSAL ACCESS
COMMUNICATIONS, INC., a Delawam corporation (collectively, "Sellers" or "Debtors" or

individually, '"_.S.._]._"or "Debtor").

P_LIl_NARY STATEMENTS,:

I. Sellersare engaged inthe businessof providingprivztelinet_]ecommunicafions

and otherrelatedservice,tocommunications intensive customers(collectively,the "Business.").

2. Sellersarcthedebtorsand debtorsinpossessioninInre:UnivexsalAcces'sGlobal

Holdin_ Inc..st al..Cas_ No. 04 B 28747 (JointlyAdministered)(the"t_llp.L___.a_''),

pending in the United StaresBankruptcy Court forthe Northern Districtof nlinois,Eastern

Division,theHonorable ]'ackB. _hmctter_, pr_fling (the"B_nkruptmVCourt").

3. Sellersdesireto sellto Buyer, and Buyer desiresto purchase from S_llers,

substantitdlyallof the assets owned and usedby Sellersin connectionwith the Business(other

than thoseassetsspecific,ally_xcludedherein),allon the tcmmsend subjecttothe conditionsset

forthherein.

NOW, THEREFORE, in considerationof the mutual covenants and agreements

hereil|aRcrsetforth,thepartiesheretoherebyagroeasfollows:

ARTICLE I

DEFINITIONS

• I.I DefinRio,,!.InflalsAgrccan_t, thefollowingtermshave themeanings specified

or referredto in--thisS_fion I.Iand shallbe oquallyapplicableto both the s-ingularand plural

forms. Any agt_snt referred m below shall mesh such agreement, as amended, supplcm_nt_
mad modifiedfrom time totimetothe extentpermittedby the applicable,provisionsthm'_f and

by thisAgreg_ent.

"Accounts Receivable" has the meaning specified in Section 2.1i'lL

"Affiliate" means, with rcsp_ to any Person, any other Pea-son wkich directly or

indirootly Controls, is Controlled by or is under common Control with such Person.

"Agreement" has the meaning specified in the prcimble.
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"Business" hss the meaning specified in the Preliminary Statements

"0 ' " 70 b*l I 73
the State of Illinois.

"S~uer" has the meaning speciGcd in the preamble.

"Canier Contracts" means the Contracts of.Sellers with carriers for live circuits
servicing customers.

C~]os'n "mesne the closing of the {i) trmsfer of the purchased Assets, other than the

Non-Transfexred Assets, Born Sellers to Buyer and (ii) payment of the Purchase Price and

assumption of the Assumed Liabilities by Buyer from Sellers.

0 " 0 d«hl
"CMe" means the Internal Revenue Code of 1986, as amended.

"h '

gb lg
' 3~2.

"Control" means the power, direct or indirect. to direct or cause the direction of the

management end policies or a Person through voting securities, contract or otherwise.
I

"Creditor" hss the meaning set forth in 11 U.S.C. {1
'101.

'C "h I 0 0 ~ll
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''Effecttve Date" has the meaning set forth in the preamble.

"Knemmbraaee" means any lien, claim, interest, charge, security interest, encumbraoce,

mortgage, pledge, easemeot, option, right of &st rehsal, conditional sale or other title retention

agreement, defect in title, covenant or other restrictions of any kid. "Encumbrance" does not

include any encumbrance that is not removable under Section 363(f) of the Banlcruptcy Code.

CHA2044 {2.tp

"Allocation Schedule." has _c meaning spc_'ified in S_'fion 73.

"Assumed Liabilil ies_ has the meaning sp_ifi_ in _.

"Auction" has the meaning specified m _.

_Bsnk_pt_ Code" means the United S_s Bankruptcy Code, 11 U.$,C. § 1O1 et _.

"BnkruDtcV Coilr_. has the me-anmg specified in the Pre_inary Stazemems.

"'Biddie2 Procedures Order" has the meaning spe_ified i_ _.

"_'_B.L_._U-_-_" has the meaning specified in "__.._.,._.

"Business" has the meaning sp_ified in the preliminaryStatemeats.

,,_" means any _y which is not a Saturday, Stmday or a statutory holiday in

theState ofIllinois.

"Bu_RX._" has the meaning specified in the preamble.

"Carrier Contracts_" means the Contracts of.Sel)ers with c_ers for liw circuits

s_rvicing customers.

,,_" means the closing of the (i) lransf_r of thePttrchased Assets, oth_ thanthe

Non-Transferred Assets,from SellerstoBuyer and (fi)payment of the Purchase Prlcc and

assumptionoftheAssumed Liabilitiesby Buyer from Sellers.

__" means thedateoft.beClosing.

*'C__." means theInternalRevenue Code of 1986,asamended-

,,Contracts _ has the meaning _pecifisd in _F_.P.._.

"CoDtrol" means the power, director indirect,to director cause the _rcctionof the

management and policies or a Person through voting securities, contract or otherwise.

"Creditor" has the meaning set forth in ll U.$.C. § 101.

"Cure A.mounts" has the meaning _pecifi_ in_Section9.l(d).

'_" has the meani_,g setforth in _.

'q_ffectiveDa_" has themeaning set forthinthepreamble.

"Encumbrance" re=artsany lien,claim,interest,_hargc,securityinterest,cncumbrat_ce,

mortgage,pledge,eascrn_t,option,fightoffirstrefusal,conditionalsaleor othertitleretention

agreement defect in rifle, covenant or oth_" restrictions of any kind. "Encumbrance" does not
include any encumbrance that is not rtmaovable under Section 363(t") of the Bankruptcy Code.

CH_2OA4 [2.9
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"Excluded Assets" has the meaning specified in Section 2.2.

"Excluded Liabilities" has thc meaning specified in Section 2.6

"Executh e Ofhcer" means with respect to a coqeration the president, chief executive
officer, chief operating of5ccr, chief 6nancial of5ccr, or their unctional equivalents.

"~zzrenses" rccsns eny. and all expenses incurred in oonnection with defending or
asserting any chirn, action, suit or proceeding incident to any matter indemnified against
hereunder (including, without limitation, court Bhng fees, court costs, arbitration fees or costs,
witness fees, and reasonable fees and disbursements of legal counsel}.

"FCC"means the United States Federal Communications Commission.

"Federa Te)ecommiinications Laws" means thc Communications Act of 1934, as

amended, including amendments made by the Telecommunications Act of 1996, 47 V.S.C. $ 151
et seg. , and the rules, regulations and orders of the FCC.

"Governmental Bod " means any Foreign, federal, state, local or other govcrnmciital

authority or regulatory body.

**I I 6 'b 6 g lfi&' E~
I'16 bl R I "6 6 ' 'Bl' B~g

"6 ' 'll d'

"~Knowted e" means the actual knowledge of the Person, including, in the case of a

corporation, hiowledge attributed to the corporation based on the actual knowledge of its
Executive Of5ccrs.

"Mana ement A reement" has the meaning specified in Section 8.2.

"Motion" has the meaning specified m Section 7.6.

"No - ransferred Assets" has the meaning specified in Section 2.7.

"person" means sny individual, corporation, partnership, joint venture, limited liability

company, association, joint-stock company. trustuninc, orporated organization or Governments!

Body.

~IP 6'"p igv i ~E' l. l
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•_f' has the meaning speed.fled in _.

'qz_Te|nded A_sets" has the meaning specified in Section 2.2.

"Excluded Liabilitie= _' has the meaning specified in S_{f.ion 2,6.

"Executive Officer" means with respect to a corporation the pmddent, chief executive

officer, c]_efoper_ng o_ic=r, chief fmandaJ officer, or their fimetional eqt_vaJents.

,,_" means any and all expenses incurredin connection with defendingor

asseaqing any claim, _tion, suit or proceeding incident to any matter indemnified against

hereunder (including, without limitatiort, court filing foes, court costs, arbitration, fees or costs,

witness fees,and reasonablefeesand disbm-sementsoflegalcounsel).

"FCC._..."means the UnitedStatesFed_al Communications Commission.

=Federal Telecommunications Laws" means the Communications Aot of 1934, as
_--' ' " Act of 1996, 47 U.S.C. § 151

amended, including amendments made by the 1 elceommumc_ons

s_eci.,and the rules, regulations and orders oft.he FCC.

"Governmental Bod_" means any foreign, federal, state, local or othm" governmental

authority or regulatory body.

"Incremen_tai.Bid Amount" has the meaning specified in _1.2_._.

"Initial Overbid Amount Reonirement." has the meaning specified in _.

"_l.n.teilectU al Property" has the meaning specified in _.

"_ow...__.RE!.___"means the actual knowledge of the Person, including, in the ease of a

corporation,knowledge attributedto the corporationbased on the aetuzlknowlc<Ige of its

Executive Officers.

"'Management A_reemenf' has the meaning specified in Section 8.2.

"Motion" has the meaning specified i_ Section 7.6.

,,Non-Transferred Assets" has the meaning specified in Se_-tion 2.7.

"Person" means any individual, corporation, partnership, joint venture, limited liability

company, sssoc"'---'iation, joint-stock company, trust, unincorporated organization or Governmental

Body.

"Pc,rsonal Prol_ertr_" has the meaning specified in _.

"Purchase Price s has the meaning specifiedinSection3.1(b).

"Purchased AsSets" has the meaning specified in Section 2.1.

C]-U_204412.9



"R airements af Laws" means any federal, state and local laws, statutes, regulations,
rules, codes or ordinances enacted, adopted, issued or promulgated by any Governmental Body
(including, without limitation, those pertaimng to electrical, building, zoning, environmental and
occupational safety and health requirements) or common )aw.

IvE'~g
"Section 366 Order" means those Orders entered by the Bankruptcy Court in connection

with the Motion of Debtors and Debtors-in-Possession for. an Order Dctcrauning Adequate
Assurance ofPayment for Future Utility Services Gled on August l9, 2004.

"Seller" snd "Sellers" have the meanings specified in the presmble.

"I 'g ig&' S

"State e ato Commhsion" meansthe agency, board, commission, department, or
other instrumcntaHty of a State, Territorial, District of Columbia, or Commonwealth government

within or associated with the United States, having jurisdiction under that government's laws to
regulate the provision of intrastate telecommunications services.

"State Telecommnaicatinms Laws" means state statutes governing intrastate

telecommunications in the States of thc United States, the District of Columbia, and Temtories
and Commonwealths within or associated with the United States (the "States"), and the rules,
regulations, and orders of the State Regulatory Commissions applicable to such irftrastatc

telecommunications.

"Tax" (and, with correlative meaning. "Taxes" and "Taxable") means:

{i) any federal, state or local net income, gross income, gross receipts,

windfall pro6t, severance, property, production, safes, use, license, excise, f'ranchise,

cmploymcnt, payron, wtthholding, alternative or add-on minimum, ad valorem, transfer,

stamp, or environmental tax, or any other tax, customs duty, governmental fce or other

hkc assessment or charge of any kind whatsoever, together with any interest or penalty,

addition to tax or additional amount imposed by any governmental authority; and

(ii) any liability for the payment of amounts with respect to paym'ents of a

type described in clause {i)as a result of being a member of an af51iatcd, consolidated,
combined or unitary group, or as a result of any obligation under say Tax sharing

arrangement or Tax indemnity agreement.

"Tax Return" means any return, report or similar statement required to be filed with

respect to any Taxes (including any attached schedules), including, without limitation, any

information rctum, cIaim for refund, amended return or declaration of estimated Tax.

CH lQ0441 2.9

"Qualifyin_ Bidder" has the meming specified in _.

'_Real Property ].,eases" has the meaning specified in Section 2.1Co3. '

"Requirements of.Laws" means any f_cral, state and local laws, statutes, regulations,

rules,codes or orclinanoes¢nasted,adopted,issuedor promulgatedby any G-ovsmme.ntalBody

(including,withoutlimitation,thosep_taiaingtoelectrical,building,zoning,environmentaland

occupationalsafetyand h_althre£1uirsmeats)orcommon law.

"Sale Approval Order" has the meaning _e_ifie, d in Section 7.6(b).

"Section 366 Order" means those Orders entered by the Bank_ptcy Court in connection

with the Motion of I)cbtorsand Debtors-in-Possessionfor.an Order Detszmining Ad_uate

AssuranceofPayment forFutureUtilityServices_ on August 19,2004.

"Seller"and _Sellers"have themeanings specifiedinthepreamble.

"ServicesAgreement" has themeaning specified in Section2.4.

"State Resrn_lator_ Commission" means the agency, board, commission, d_partmmt, or

other instrumentality of a Stets, Temtorial, District of Columbia, or Commonwealth gov_.rnment

withinor associatedwith theUnitedStates,havingjurisdictionunder thatgov_mcnt's lawsto

regulate the provisionofintrastatetelccommunioationsera'vices.

"State Tel_ommuulcatious Laws," means state statutes governing intrastate

telecommunicationsinthe Statesof theUnitc_lStates,the Districtof Columbia, and Territories

and Commonwealths withinor assodat_dwith the United States(the "States"),and the rules,

regulations,and ordersof the StateRegulatory Commissions applicableto such intrastate

tsl_mmunicafions.

"Tax" (and,.withoormlativemeaning,'"_axes" and "Taxable.'_)means:

(i) any federal,stateor local net income, gross income, gross rccdpts,

windfallprofit,severance,property, production,sales,use,lic_s_, excise,fi-an_hi_s,

_nployment,payroLLwithholding,alternativeor add-onminimum, ad valorsm,transfer,

stamp,or environmentaltax,or any dthertax,custom,duty,gov_'nmcntalf¢¢ or other

likeassessmentor chargeof any kind whatsoever,togetherwith any interestor penalty,

additiontotaxoradditionalamount impose._by any governmentalauthority;,and

(ii) any liabilityforthe payment of amounts with respecttopayments of a

typ_ described in clause (i) as a result of being a meanbcr of an aflShatexl, consolidated,
combined or unitary group, or as a result of any obligation under my Tax sharing

arrangementor Tax indemnityagreement.

"Tax Return" means any return,reportdr gimilarstatementrocluiredto be filedWith

mspe,ct to any Taxes (includingany attach_ schedules),including,without limitation,any
information return, claim for retired, amended r_urn or declaration of estim_ed Tax.

CH I_04412.9



"Telecornmu ' Sons Laws" means the Federal Telecommunications Laws and the
State Telecommunications Laws.

"Transferral Ern lo ees" has the meaning specified in Section R.l.

ARTlnE rr
PURCHASE SALE

P~de . UP b d bl U fd'
Agreement, effective as of the Closing Date, Sellers shall sell, transf'er, assign, convey snd
deliver to Buyer, and Buyer sbaH purchase from Sellers, free and clear of all Encumbrances, all

right, title snd intcrcst o( Sellers in, to and under the assets dcscribed in this ~ection 2.1 (herein

r 1~A "I:

{a) all tangible personal property of Sellers, including without limitation all

machinery, equipment (including, without limitation, telecommunications equipment, computer
equipment, routers, switches, conccntrators, peripherals and related hardvtyare) ('Vcg~mnt"),
furniture, fixtures, leasehold improvements and all other fixed or tangiMe assets owned or leased

d ec . l~. i b
' ' .d I ~bbdf

I . U P~"dP y*W',P I b
' ebyd II p

Section 22 hereto;

IN dl~ c yl dMI f h' U~IH
such other )eases as the parties may agree to add after the Effective Date, but prior to Closing

(c) ' all of Sellers' rights in or under (i) aQ contracts with customers, all Camer
Contracts, snd sll sofnvsre licenses, including without limitation those listed on ~Sohcdut

~2. 1 c Qi and (ii) all contracts with carriers {other than Carrier Contracts), vendors, software

Ip d I ~i I I I ~UR, I
"

pl U

contracts 'as the parties may agree to add after the Effective Date, but prior to Closing
(oottcctiblety, the "Contracts" ) and all claims and causes oisction the'reunder,

(d) all of Sellers' rights in and to security and vendor deposits, prepaymcnts
and refunds existing with respect to the assumed and assigned Real Property Leases and

Ib P
' . ll& ~heal . d. UI yd

addressed in the Section 366 Orders or heM in thc form of letters of credit;

(e) all of Sellers' intellectual property snd intangible property, including
without limitation all of Sellers' {1)trademarks, service marks, brand names, certification marks,
collective marks, d/b/a' s, domain names, logos, symbols, trlde dress, product configurations,
assumed names, fictitious names, internet protocol addresses, trade names, indicia of origin, all

app}ications snd registrations for any of the foregoing, together with aQ goodwiQ associated with

any of the foregoing and symbolized thereby, including all extensions, modifications End.

renewals of one; (2) inventions, discoveries and ideas, whether patentable or not, and all

patents, registrations and applications therefore, including divisions, continuations,

continuations-in-part and renewa1 applications, snd including renewals, extensions and reissues;

{3) confidential and proprietary information, trade secrets and know-how relating to thc

CH52044t2. 9

_Te!_ommnlcstions Lsws" m¢m._ the Fed_al Tclcccmmcnications Laws and the

State Tdc--_mmmdcafions Lsws.

"Trgn_ferredEmploYees_"has themeaning specifiedinSeO:ion8.1.

ARTICLE H

PURCHASE AND SALE

2.1 Purchas.ed Assets. Upon the terms and subject to th_ _nditions of this

_ent, effective as of the Closing Dat_, Sellers shall _ell, transfer, assign, convey and
_liver to Buyer, and Buyer shsll purchase from Sellers. fr_ and clear of all Encumbrances, sll

fight, title and int.:st of Sellers in, to and urJder the assets d_scribed in this Sex;don 2,1 (herein

rderred to as the "purchssed Asscts'_):

(a) all tan#b]e personal property of Sellers. including without limitation all

mashincry, extuipm_t (including, without Limitation, telecommunications equipment, computer

equipment, routexs, switches, conccntratoTs, prxipherals and rdatod hardware) ('_"),
fumitm% fixture's, leamehold improvements and all other fixed or tang]'ble assets owned or leased

under assumed Cot_tracts,including,withoutlimitation,those items descn'bedon

(collectivdy,the '"Personal Property,, cxc_t thoseitemsto b_ retainedby Sellerspm'suant to

Section2.2hereto;

(b) all red property 19ases snd subleases as sot forth in _ plus

such other }eases as the partic_ may agree to add aRer the Effective Date. but prior to Closing

(the"_e_ Prepay l.._es");

(c) all of Sd|sr_' rights in or under (i) aI1 contracts with customers, all Carrier

Contracts,and allsoftware licenses,includingwithout limitationthose listedon Schedule

and (ii)_llcon'wactswith card,rs(otherthan CarrierContracts),vendors,soi'o#_

developersand othersand the equipment leaseslistedon Schedule 2.1(c')(iiLplus such other

contracts 'as the parties may agre. to add _ the Effective Da_, but prior to Closing
,, __tracts,_ causesof actionthereunder,

(collectively,th_ ContractsI cud allclaimsand

(d) all of Sellers' fights in and to security and vendor deposits, prepayments

and rcfimds existing with respect to the a._sumedand assignedReal PropertyLcBses and

Contracts,including,withoutlimitation,thoselistedon _, cxcludiugmay deposits

addressedintheSection366 Ordersorheldin theform of lettersof credit;

(e) allof Sellers'int¢ll_ctualproperty and intangibleproperty,including

withoutIknitationallofSellers'(1)Irademazks,servicemarks,brand names, certificationmarks,

collectivemarks, d/b/a's,domain name_, loges,symbols, tradedress,product configma1_ons,

assumed names, fictitious names, intornet protocol addresses, trade nzmes, indicia of origin, zll

applications and registrations for any of the foregoing, together with fll goodwill associated With

any of the foregoingand symbolized thereby,includingall extensions,modificationsand

renewals of same; (2) inventions,discoveries_d ideas,whether p_tentabl_or not,and all

patents, registrationsand applicationstherefore,including divisions, contitauations,

continuations-in-partand renewalapplications,and includingrenewals,extensionsand reissues;

(3) confidential and proprietary information, trade secrets md know-how relating to the

5
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Business, including processes, schematics, databases, custoraer and other resource lists,
formulae, drawings, prototypes, models, designs, aad any confidential, secret or proprietary
aspects of the Business, including, without limitation, marketiag information, pricing

arrangements with customers snd suppliers or fnaacial information relating to the Business; (4)
computer soMare required to operate the "Lattis System" utilized by Sellers and aH other
proprietary computer software of Sellers, including, without limitation, all computer programs,
object code, source code, user interface, databases and documentation; (5) rights in works of
authorship, including databases and other compilatioas of information; and (6) other inte0ectual
property or proprietary rights owned by Se0ers including without hmitatioa those utilized in,
developed in connection with or material to the Business, including without limitation any of the
I' i gii e ~Ma . [ II

'

iy, i "!~ii aP "I:

(f) all accounts receivable of the Business relating to services or products to
be supplied on or after the Closing Date, including all accounts receivable that have been billed

by Sellers in advance for services or products that have not yet beea provided prior to the
Closing Date, together with any and all proceeds of any of the foregoing (collectively, the
"Accounts R ceivable");

(g) all of Sellers' books of account, records, files (includuig those relating to
customers aad carriers}, customer lists, invoices and similar 5nancial books, records snd

information, employment records and 6les, and Sellers' engineering and other technical books,

papers, files and records (including all data and other information stored oa discs, tapes,
including back up tapes, or other media) relating to the Business;

(h) all rights to enforce any and all agreerneats between Sellers and their

respective employees relating to noncompetition, inveatioa assignment, proprietary iriforraatiorr

and/or confidentiality; except that Seller shall retain any cause of action against any employee
for damages to the extent of loss or damage sufFered by Debtors or their estates on account of
employee conduct occurring prior to the Closing Date;

(i) all other rights of Sellers relating to the Business, including. without

liraitation, aH goodwill relating to the Business;

(j) all transferable permits aad licenses;

(k) all transferable phone, fax numbers, carrier identification codes;

{1) all websltes;

(m) all rights under warrantics; snd

(ri) all proceeds of insurance arising from damage to, destruction of or loss

relating to the purchased Assets or covering claims, if any, for which Buyer may have successor

liability, provided, however, with respect to any successor liability claims, such proceeds shall be

used solely either to satisfy such liability directly or, if Buyer or Debtors have already satisQcd

such a claim, to reimburse Buyer or Debtor to the extent of such satisfaction.

CHlQV44)2. 9

Business, including processes, schematics, databases, custom_ and other resource lists,
formulae, drawings, prototypes, models, designs, end any cor_dential, secret or proprietary

aspects of the Busin_s, including, without limitztion, marketing informatior_, pricing
arrangements with customers and suppliers or financial inform_ion relating to the Business; (4)
computer soRwam required to opemie the "Lattis System" utilized by $ellm-s and all other

proprietary computer so.rare of Sellers, including, without limitation, 821 computcr programs,
object code, source code, user in_ database, s and documentatio_ (5) fights ha works of

authorsh£p, including _s and other compilations of information; and (6) other imd]ecm_l

property or proprietary rights owaed by SeDers including without llmi_fitm those utilized in,
d_eloped in connection with or mat_dal to the Business, including without limitation any of the

foregoing listed on _ (ooll_--1ivcly, the "Intellectual Propc_");

(0 all accounts receivable of the Business relating to services or products to

be gupplie_! on or after the Closing Date, including all accounts receivable that have be,ca bill_

by Sellers in advance for services or products that have not yet been provided prior to the

Closing Date, together with any and all proceeds of any of the foregoing (collectively, the

"Accounts Receivable.");

(g) all of Sellers' books of account, records, files (including those relating to

customers and carriers), customer lists, invoices and similar financial books, records and

information, employment records and files,, and Sellers' engineering aad other technical books.

p_rs, files and records (including all data and other information stored on discs, tapes,

including back up _apes, or other medh. ) relating to the Business;

(h) all righ_ to enforce my and all agreements betw .¢ea Sellers aad thdr

respective ernployees relating to noneomp_'_ifion, invention assignment, proprietary information
and/or coufidcatialiW, except that Seller shall retain any cause of action against any employee

for damages to the extent of loss or damage suffered by Debtors or their estates on at, count of

employee conduct occurring prior to the Closing D_te;

(i) all other fights of Sellers relating to the Business, ir_cluding, without

limitation, all goodwill relating to the B_iness;

(j) all transferable permits and licen_e._;

(k) all transferable phone, fax numbers, carrier identification codes;

(l) all w_sites;

(In) allrights under warranties; and

(n) all prooeezls of insurance arising from damage to, deslrucfion of or loss

relating to the Pumhascd Assets or covering claims, if any, for which Buyer may have successor

liability, provided, however, with respect to any suce_sor liability claims, such proceexis shall be
used solely either to satisfy such liability directly or, if Buyer or Debtors have already satisfied

such a claim, to reimburse Buyer or Debtor to the extent of such satisfaction.

CHfi204412.9
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It is thc intention of the parties that all assets of Sc}icons other than Excluded
Assets are to be included in the sale hereunder. Accordingly, if any asset of SeGcrs, which is not
an Excluded Asset, is not transferred to Buyer at Closing, ScDexs shall, at Buyer's request, cause
it to be transferred to Buyer for no additional consideration, subject to Bankruptcy Court
approval, including assuming and assigning any executory contracts and unexpired leases.

22 K~ICE . Eyp I 2 B 2 '2 d

2 ~ EC ''I! Id» ' 2B "~E*IEH "I:

(a) all cash, cash equivalents or other funds of Sellers as of the Closing Date
22 d I C C d h&'

~d

(b) all rights of set off and recoupment, all actions under 11 U.S.C. j$ 544
through 550, and all counterclaims, offsets, defenses and denials against claims of creditors, and

all rights and claims of Sellers, whether known or unknown, absolute or contingent, matured or
unmatured, or otherwise, against third parties whether in tort, contract or otherwisc, other than

those relating to or arising under the Contracts {except to thc extent necessary to sct off against
claizns of Creditors or to recover damages against Debtors' estates);

{c) all accounts receivable of the Business that related to services or products
supplied prior to the Closing Date, including without limitation, claims against ComPath
Communications, together with any snd all proceeds of any of thc foregoing; and

{!Ih l h& E~IMK . 2; ~ y, 'lh

written consent of Sellers and the Ofncial Committee of Unsecured Creditors appointed in the

Chapter 11 Case, at any time prior to Closing, move Personal Property, Real Property Leases and
C IB ~Eel . 2~l d~c ded

' ll& IB Bdh
diligence; provided, however, that so moving any Personal Property, Real Property Leases or
Contracts shall 22ot result iu any reduction of the Purchase Price.

2.3 Seller' Access to Records and Persoanel Sellers, so long as any of them

remain a debtor in a case under any chapter of the Bankruptcy Code, shall, at reasonable times

and on reasonable notice, have access to all records and Transferred Employees for all actions
that are reasonably necessary or reasonably proper to administer such case under the Hanhuptcy
Code.

2.4 Desi ation of Certaia Carrier Contracts as Excluded Assets. Sellers may, in
their discretion, prior to the Closing Date, designate any of the Camcr Contracts under the
ATILT Master Carrier Agreetncnt dated as of June 19, 2001, including all Data Attachments, as
amended, to become an Excluded Asset, meaning that SelIers shall have no obligation to assume

it snd assign it to Buyer, Further, Sellers may, but only with Buyer's consent, which may be
withheld by Buyer, in its sole and absolute discretion, designate their Master Service Agrecmcnt

dated June 30, 2004 with Level 3 Communications, LLC, to become an Excluded Asset,

meaning that Sellers shall have no obligation to assume it and assign it to Buyer. If a Contract is
so designated in accordance hyrith this s~ectio 2. then: (i) soUers and Buyer shaU enter into a
services agreement substantially in the form attached hereto as Exhibit A {the "Seduces
~reemcnt"); {ii) SeHcrs shall not reject such Contract for the leaser of {x) the term of the
Services Agreement or {y) 120 days after the Closing Date; and (iii) Sellers shall, pending their

Itisthz intentionof the partiesthatallassetsof Selle_ other thmaExcluded

Assetsaretobe if|eludedinthesaleheretmdzr.Accordingly,ifany assetof Sellca's,which isnot

an ExcluclcdAsset,isnotWonsferredtoBuyer atClosing,Sellezssha11,atBuyer'srequest,cause

it to be tramferr_ to Buyer for no additional corMdsr'afio.n, subject to Bankruptcy Court

approval,includingassumingand assigningany executorycontractsand unexpiredleases.

2.2 Excluded AsseW_. Any provision herein to the contrary notwithstanding, the

:PurchasedAssetsshallnot includeany ofthefollowingasses (the"_J._li[_J_&_"):

(a) allcash,cash equivalentsor otherfundsof Sellersas of th_ClosingData

(other than .O_ose funds specifically described in

Co) all rights ofset offand rocoupmtmt, all actions under 11 U.S.C. §§ 544

through550,and allcounterclaims,offsets,defensesand denialsagainstclaimsof creditors,and

all rights and claims of Sellsm, whether known or unknown, absolute or contingenL matured or
unmaturock or otherwise, against third pm'tiea whether in tort, conWact or otherwise, other than

those r_lating to or arising under the Cot_tracts (except to the extent necessary to set off against

claims of Creditors or to recover damages against Debtors' estates);

(c) ' ell accounts receiv_le of the Business that related to services or products

supplied prior to tit, Closing Date, including without limitation, claims against ComPath

Communications, togoth_ with any and all proce,ds of any of the foregoing; and

(d) those assetsdescribedon __.._._; Buyer may. with the prior

written consent of Seller_ and the Official CommiRec of Unsecured Creditors appointed in the

Chapter 11 Case, at any time prior to Closing, move Personal Property, Real Property Laascs and
Contractsfrom _ _ and _ and _f_ tothisSchedule afterfurtherdue

diligence;provided,however, thatso moving any PersonalProperty,Real PropertyLeases or

Contractsshallnotresultinany reductionofthepurchasePrice.

2.3 Sellers'Access to Records sod Persoue_L Sellers,so long as any of them

remain a debtorin a caseunder any chapt_ ofthe BankruptcyCode, shall,atreason_bl9times

and on reasonable notice, have access to all records and Tra_fsrrcd Employe_s for all actions

that are reasonably necessary or reasonably proper to administer such case under the Bankruptcy

Code.

2.4 D esi_tat|onofCe_lin Carrier Contractsas £zcluded Asset_..Sellersmay, in

theirdiscretion,priorto the Closing Date, designateany of the Ca-TierContractsunder the

AT&T Master Cartier A_ent dated as of June 19, 2001, including all Data Attachments, as

amended, tobecome an Excluded Asset,meaning thatSel]0rsshallhave no obligationto assume

itmad assignJtto Buyer. Further,Sellersmay, but onlywith Buyer's consent,which may be

withheldby Buyer,initssoleand absolutediscretion,designatethek Master ServiceAglsom_nt

daled June 30, 2004 with Level 3 Communications, LLC, to be_ome an Excluded Asset,

meaning thatSellersshallhereno obligationtoassume itand assignittoBuyer. IfaCon_dzt is

so designatedinaccordmacewiththisSection2.4.then: (i)Sellersand Buyer sla_llenterintoa

serv_c,sagleement substantiallyin the form attachedhereto as Exhibit A (the"Ser_dces

_"); (ii)Sellersshallnot rejectsuch Contractfor the lesserof (x) the term of the

ServicesAgreement or(y) 120 days aRer the ClosingDate;and (iii)Sellersshall,pending their
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assumption or rejection of' the Contract, pay all undisputed post-petition charges arising under
such Contract, provided that Buyer shaH have no liability or ob1igation for charges arising under
such Contract (except such liability to the Debtors as provided by Qm Services Agrccmcnt)
unless and until the Debtors assume and assign or modify, assume and assign any such Contract
to Buyer, m which event Buyer shall be responsib1c for such charges arising on or after the date
of such assignment. Buyer and Sellers shal1 cooperate and use best cQbrts to cause aQ customer
traNc to be tnigrated as quickly as possible ofF of circuits which are thc subject of such a
Contract. Reprovision of circuits under such a Contract shall be to camers that meet industry
standards for reliability. To Sellers' Knowledge, any circuit under a Camcr Contract that is
designated as an Sxcludod Asset pursuant to this ~Section 2. csn be repmvisioncd on an

alternative carrier's network. 1n the event that Buyer experiences any loss of customer revenue
because a earner terminates services under a Contract designated under this Seotion 2.4 thea
Seller shaH reimburse Buyer for such revenue loss by an amount equal to the product of (il the
margin value of each terminated circuit as set forth in ~Sc ds 2A snd (ii) 48, up to a maximum

amount oi' $1.2 million in the aggregate, Costs of reprovisioning, including, without Hmitation,

carrier installation, increased circuit costs, man time of Buyer and early termination liability
under the Carrier Contracts shall be the responsibility of Sellers. Nothing herein shal] prohibit

the Sellers Gom assuming and assigning or modifying, assuming and assigning to Buyer any
Contract designated as an Excluded Asset under tMs Section 2.4 with the consent of Buyer,
which consent may be withheld by Buyer in its sole and absolute discretion.

a'. U U s «6 * s'
Agreement, effective as of the C1osing Date, Buyer shall assume and agree to discharge all of
Sellers' obligations under the Contracts snd the Real Property Leases, which are to be performedsc & c cl ' c

2.0 Kxcluded LiabBitleL Notwithstanding anything to thc contrary contained in this

Agreement or othcrwisc, Buyer shall not assume or be obhgated to pay, perform or otherwise

discharge any liability or obligation of Sellers, direct or indirect, known or unknown, absolute or

contingent, not expressly assumed by Buyer pursuant to Section 2.5 (all such liabilities and

obligations not being assumed being herein called the "Excluded Liabilities"). %'ithout limiting
thc generality of the foregoing, all of the following sM1 be Excluded Liabilities for purposes of
this Agrecmcnt:

(a) any liabilities or obligations in respect of any Excluded Assets;

{b) aQ accounts payable arising from the Business {includmg without

limitation those arising under Contracts) which accrue or arise prior to the Closing Date and

which remain unpaid on the Closing Date, except insofar as they pertain to services rendered or

goods delivered to Buyer on or after the Closing Date snd any obligation for such services or

goods shall be treated as Asnnncd Liabihties and discharged by Buyer.

(c) claims of Creditors;

(d) severance and other claims of Sellers' employees against the Sellers;

(e) any and a0 federal or state regulatory charges or assessments in respect of
operations of Sellers prior to the Closing Date, including but not limited to all universal service

assumptionor rejectionof the Contract,pay idlundisputedpost-p_tion chargesarisingu_ds¢

such Conlract, provided that Buyer shall have no liability or obligation for chm'gcs arising under

such Contract(exceptsuch liabilityto the Debtors as provided by the Serdces Agreement)

unlessand untiltheDebtors assume and assignor modify,assume and assignany s_h Contract

toBuyer,m which ewnt Buyer shallbe rssponm'blcforsuchchargesarisingon orafterthedate

ofsuch assignment Buyer and Sellersshallcooperateand use besteffortstocause allcustomer

tra_c to be migrated as quickly as poss_l= off of circuits which m'_ tb_ subj_t of such a

Contr_t. Reprovisionof circuitsunder such a Contractshallbe to carriersthatmeet industry
standardsforreliability.To Sellers'K._owledge,any circuitunder a CarrierContractthatis

designatedas an Excluded Asset pursuantto thisSection 2.4 can be reprovisioncdon an

alternativec.amsr'snctwozk. In theevemtthatBuyer cxpsrlencesany lossof customer revenue

because a carrierterrnLna_ servicesunder a Contractdesignatedtraderthis$c¢_on 2.4 then

Sellershallreimb._'seBuyer forsuch revenuelossby an amount equaltothe productof (i)the

tam'ginvalueof eachtermh-'_tedcircuitassetforthinSchedule2.4 and (it)48,up to a maximm'n
amount of $I.2millioninthe aggregate,Costsofreprovisioning,including,withoutlimitation,.

carder installation, increased circuit costs, man time of Buyer and early tsn-ninstion liability

under the Carder Contracts_dl be the respons_ilityof Sellers. Nothing hereinshallprohibit

the Sellersfi'omasmnzing and assigningor modifying,assuming and assigningto Buyer any

Contractdesignatedas an Excluded Asset traderthisSection2.4 with the consent of Buyer,

which consentmay be withheldby Buyer initssoleand absolutediscretion.

2.5 Assumed Liabilities.Upon th_ terms and subjectto the conditionsof this

Agr_ment, .effectiveas of the ClosingDate,Buyer shellassume and agreeto dischargeallof

Sellers' obligations under the Contracts and the Rezl Property Leases, which are to be performed

orwhich accrueaftertheClosingDate (_e "Assumed Liabilities").

2.6 Excluded Liabiliti_e_.Notwithstandinganythingto the contrarycontainedinthis

A_e.ement or otherwise,Buyer shallnot assume or be obligatedto pay,perform or othezwise

dischargeany liabilityor obligationofSellers,director indirect,known orunknown, absoluteor

contingent,not expresslyassumed by Buyer pursuantto Section2.5 (_llsuch liabilitiesand

obligationsnotbeing assumed being hereincalledthe"Excluded Liabilitics'O.Without liraJt_ng

the gene_ity oftheforegoing,allof thefollowingsh_dlbe Excluded Liabilitiesforpurposesof

thisAgreement:

(a) my liabilitiesorobligationsinrespectof any Excluded Assets;

(b) all accounts payable arisingfrom the Business (includingwithout

limitationthose arisingunder Contracts)which accrueor arisepriorto the Closing D_.teand

which remain unpaidon theClosingDate,exceptinsofaras theypertaintoservicesrenderedor

goods delivere_to Buyer on or afterthe ClosingDate and any obligationfor such servicesor

goods shallbe treatedasAssumed Liabilitiesand dischm'godby Buyer.

(c) claimsof Creditors;

(d) scver_ce and other claims of Sellers' _mployees against the Sellers;

(e) any and allfederalorstaleregulatorychargesor assessmentsinrespectof

oper_ons ofSellerspriortothe ClosingDate.,includingbut notlimitedto alluniversalservice
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fund charges, federal excise taxes, FCC charges for network access, local number portability
charges, telecommunications relay service charges, local cornrnunications taxes, statc. gross
receipts taxes, state utility privilege taxes and 911 fees;

(f) all taxes payable or 1hat become payable by Sellers arising tren the
conduct of the Business prior to the Closing Date. All. sales taxes and universal service charges
collected by Buyer attributable to a sale that occurred prior to the Closing Date shaQ be remitted
to the appropriate taxing authority or universal service administrative company for credit to
Sellers' account; and.

(g) any liabilities or obligations of Sellers arising prior to the Closing Date,
except as expressly assumed by Buyer in writing.

2.7 Non-Transferred Assets. Notwithstanding the foregoing provisions of Article II,
thc parties agree that, to the extent that as of the Closing certain of the Purchased Assets cannot

be transferred to Buyer pending Buyer obtaining the requisite telecommunications regulatory
authorizations &orn State regulatory agencies and/or consent of State regul atory agencies 1o the

f h . Ill hd
'

1 d N "N ~ f~
assets") and any Assumed Liabilities related to such assets, pending receipt of such
authorizations and consents upon the terms set forth in the Management Agreement. Upon
receipt 5om time to time of any such necessary consents„such Non-Transferred Assets as are
subject to such consents shall be transferred to Buyer and Buyer will assume all related

Assumed Liabilities; and within 6ve (5) Business Days of Buyer's written request, Sellers will

deliver a bill of sale and such other instruments of transfer or conveyance as Buyer may
reasonably request or as may be otherwise necessary to evidence and effect the sale,
assignment, transfer, conveyance and delivery of all of Sellers' right, title and interest in such
Non-Transferred Assets, and the requirements of Article 1V below shall have been deemed to be
satisGcd as if such Non-Transferred Assets and related Assumed Liabilities had been transferred

to and assumed by Buyer at the Closing.

2.8 Prorations at Closia . All items of income, expense, charges, fees and costs
covered by this Agreement shall, to the extent earned, incurred or accrued for a period that starts

before snd ends after the Closmg Date, be pro-rated as of the Closing Date wi1h Sellers
receiving or responsible for the pro-rated amount for the period before the Closing Date and

Purchaser receiving or responsible for the pro-rated araount from and after the Closing Date.
Such pro-rated amounts shall be determined at Closing or, if not possible to calculate at that

time because of insuf6cient information, promptly after such information is availablc. To the

extent that either party requests a post-closing reconciliation of pro-rations at Closing, such

reconciliation will be made within 45 days after Closing.

ARTICLE IH
DEPOSIT' PURCHASE PRICE PURCHASE PRJCE ADJUSTMENTS

3.1 De osi Purchase Price and Related Matters.

(a) Buyer has paid to Seller $1,000,000 in good and irntnediately available

funds as an earnest money deposit (the "De~sit"). The Deposit has been deposited into a

fund ch_ges, federalexcisetaxes,FCC chargesfor network access,localnumber portability

charges,telecommunicationsrelay se_vio,¢charges,localcommunications taxes,state.gross

receiptstaxes,stateutilityprivilegetaxesand 911 fees;

(0 alltaxes payable or thatbecome payable by Sellersarisingfrom the

conductofthe Businesspriortothe ClosingDate, AR salestaxesaud universalservicecharges

coUectedby Buyer sam'butableto a sale that occmred priorto theClosingDate shallbe remitted

to the appropriate taxing authority or universal s_d_e administrstive company for credit to

Sell_s' a_oount; and

(g) any liabilitiesor obligationsof Sellersarisingpriorto the ClosingDate,

exceptasexpresslyassumed by Buyer inwriting.

2.7 Non.Trausferred Asse_. Notwithstandingtheforegoingprovisionsof ArticleH,

thepartiesagreethat,tothe extentthatasoftheClosingceI_.inofthePurchasedAssetscannot

be Iransferrsdto Buy_ pending Buyer obtainingthe requisitetel_eommusieationsregulatory

authorizationsfrom Stateregulatoryagenciesand/orconsentof Stateregulatoryagenciestotbe

transferofsuch PurchasedAssets,Sdlersshallretaintitleto such assets(the"Non-Transferred

Assets..____")and any Assumed LiabilitiesrelstM to such _sets, pending receiptof such
authorizationsand consentsupon the terms setforthin the Management Agro_,rnsntUpon

receiptfrom time totime of any suchnecezsaryconsents,such Non-Trmsfm'red Assetsas m-_

subjectto such consents shall be transferredto Buy_x and Buyer will assume allrelated
Assumed Liabilities;and withinfive(5) BusinessDays ofBuyer'swrRt_ request,Sellerswill

derivera billof saleand such otherinslntmentsof transferor conveyance as Buyer may

reasonably request or as may be otherwisenecessary to ¢,videnceand effectthe sale,

assignmmat,u,ansfer,conveyance add delivsw of allof Sellers'fight,titleand interestin such

Non-Transfmar,d Assels,mid therequirementsof ArticleIV below shallhave been deem_ tobe

satisfied as ifsuchNon-TransferredAssetsand relatedAssumed Liabilitieshad been transferred

toand assumed by Buyer at theClosing.

2.8 Prorations at Closine. All itemsof income, expense,charges,f_esand c_)sts

covered by this Agree_ment shall, to the ext_t earned, incurred or accrued for a period that starts
beforeand ends aft_ the Closing Date, be pro-ratedas of the Closing Date with Sellers

receiving or responsible for the pro-rated amount _r the period before the ClosingDate and

P_chaser receiving or responsible for the pro-rated amotmt from and after the Closing Date.

Such pro-ruledamotmts shallbe determinedatClosingor,ifnot possibleto calculat_atthat

timebecause of insufficientinformation,promptly aR_" such informationisavailable.To the

extentthateitherpartyrequestsa post-closingrezonciliationof pro-rationsat Closing,such

recor_ciliationwillbe made within45 daysafterClosing.

ARTICLE HI

DEPOSIT" PURCHASE PRICE" PURCHASE PRICE ADJUSTMENTS

3,1 Deposit. purchase Price and Related Matters,

(a) Buyer h_ paid to Seller $1,000, .000 in good and immediately available

funds as an earnest money deposit (the "D_"). The Deposit has been deposited into a
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segregated interest bearing rnoncy market account at LaSallc Bank, N.A. (thc "Bank""). The
intcrcst on the Deposit shall accrue to and for the benefit of Buyer. TIie Sellers will be entitled to
retain the Deposit and the interest accrued thereon upon the Closing. Sellers will hold the
Deposit and the interest accrued thereon in accordance with the terms of this Agreement.

(b) In consideration for thc sale and transfer of the Purchased Assets, Buyer
shall at the Closing assume the Assumed Liabihties as provided in ~ec 'o~2.5 and shall:-

(i) pay to the Sellers in cash in immediately available funds $18,700,000
(Eighteen MiIlion, Seven Hundred Thousand DoDars}, less the Deposit and all interest
accrued thereon, and

(ii) satisfy (thereby reducing or eliminating the Se1lcr's obligation to pay) all

liquidated and undisputed Cure Amounts up to a maximum of $3,500,000 due to such

counterpartics to such Contracts and Real Property Leases as the Buyer may decide tn its
discretion. To the extent Cure Amounts satisfied by Buyer do not total $3.5 million, thc
remaining portion of the Purchase Prire set forth in this section 3.1(b)(ii) automatically is
converted to thc payment of cash to Sellers in immediately payahlc funds, and such
conversion shall occur 10 business days after Closing (such amounts in Clauses 3.1(b){i)
and (ii) arc together referred to as the "Purchase Price"). Notwithstanding this sub-

paragraph 3.1(b)(ii), Purchaser has no standing to object or otherwise appear or take any
position on the allowance of Cure Amounts.

(c) If Sellers pay in advance charges that are Assumed Liabilities of the Buyer
(including prcpayments made by Debtors under Section 366 Orders relating to such Assumed

Liabilities), Buyer will reunbuisc SeQers for these amounts. Such reimbursement will be made
on the Closing Date. Sellers shaH not pay such advances unless contractually required to do so
or required to do so pursuant to order of thc Bankruptcy. Court. Sellers will notify Buyer of any

such payments before they are paid, other than those monthly prepayments made in accordance
with the Section 366 Orders. To the extent that either party requests a post-closing reconciliation
of reimbursements not ascertainable at Closing, such reconciliation will be made within 45 days

after Closing.

(d) If Sellers collect in advance amounts that are related to services to be
provided by the Buyer on or after the Closing Date, Buyer may deduct such amounts Born the

Purchase Price. Sellers will reimburse Buyer for these amounts to the extent not deducted from

the Purchase Price. Such reimbursement will be made on the Closing Date. Sellers vill provide
weekly reports of collections up through Closing Date. To the extent that either party requests a
post-dosing reconciliation of reimbursements not ascertainable at Closing, such reconciliation
will bc made within 45 days after Closing,

3,2 Purchase Price Ad ustment.

{a) If any Non-Transferred Assets are not transferred to Buyer within 180
days after the Closing Date (or such longer period as Buyer consents to in writing), then Sellers

shall reimburse Buyer the amount sct forth opposite such Non-Transferred Asset on Schedule

CHIQ0441 2.9
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scgrcgated interest bem-ing money mm-k_ sc,eoum at LaSalle Bank, N.A. (the "_Ban_'). Th0

interest on _o Dsl)osit shall accrue to end for the benefit of Buy=. The Sellers w/U be entitled to

retain the Deposit and the interest accrued thereon upon the Closing. Sellers will hold the

Deposit and the int=cst accrued thereon in ac._rdance with the terms of rids Agreement.

Co) In consid=_on for the sale and transfer of the Purchas_ Assets, Buyer

shall at the Closing assume theAsmmcd Liabilities as provided in Section 2.5 and shall: -

(i) pay to the Sellers in cash in immediately available funds $18,700,000

(Eigh_.een Mjllion, Seven Hundr_ Thousand Dollars), less the Deposit and all interest

accrnc_l thereon, and

Cfi) satisfy (thereby reducing or eYuninafing the Sdl='s obligation to pay) ell

liquidaled and undisputed Cure Amounts up to a maximum of $3,500,000 due to such
count_'pm'fies to such Contracts and P_al Property I.,cases as the Buyer may decide in its
discretion. To the extent Cure Amounts satisfied by Buyer do not total $3.5 million, the

remaining portion of the Purchase Price sot forth in this section 3.1 (b)(_) autom_c_ly is

converted to the payment of cash to Sell=s in immediately payable funds; and such
conversion shall occur 10 business days _ Closing (such mnounts _n Clauses 3.1Co)(i)

and (ii) am togetherrefenedtoasthe"Pwchase PriceD. Notwithstandingthissub-

pm-agraph3.1(b)(ii),Purchase has no standingtoobjectorotherwisezppear ortakeany

positionon theallowanceofCure Amounts.

(c) IfSellerspay inadvancechargesthatarcAssumed LiabilitiesoftheBuyer

(including prepayments made by Debtors trader Section 366 Orders relating to such Assumed

Liabilities),.Buyer willrdmburs¢ Sellers fortheseamounts. Such reimbursementwillbe made

on theClosingDate. Sellersshallnotpay suchadvances unlessconla-actuallyrequiredtodo so

orrequiredtodo sopursuanttoorderoftheBankruptcy.Court.Sell=swillnotifyBuyer of any

such payments beforetheyarepaid,other than those monthly prepaymentsmade in accordance
withtheSection366 Orders.To theext_t thateitherpan'yrequestsa post-closingreconciliation

ofreimbursementsnotasc=ta_able atClosing,such reconciliationwillbe made within45 days

afterClosing.

(d) If Sellersc,ollectin adv_mce amounts that_e relatedto servicesto be

providedby the Buyer on oraftertheClosq.ngDate,Buyer may deductsuch amounts from the
PurchasePrice.SellerswillreimburseBuyer forthe,soamounts totheextentnot deducted from

thePumhasc Price.Such reimbursementwillbe made on theClosingDate. SellerswiU provide

weeldy reportsof collectionsup throughClosingDate. To theextentthateitherpartyrequestsa

post-closingreconciliationof reimbursementsnot asc=tainableatClosing,such re..conciliation

willbe made within45 days afterClosing.

3,2 Purchase Price Adiustment.

(a) If any Non-TransferredAssets are not transfen-edto Buyer within 180

days aRer the ClosingDate (orsuchlong= periodas Buyer consentsto inwriting),then Sellers

shallreimburseBayer the amount setforthoppositesuch Non-Transf=red Asset on Sch.edule
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~3.2 a hereof; provided that the aggregate amount to be so reimbursed shall not exceed fifteen
percent (15%)of thc Purchase Price.

ARTICM IV
CLOSING

4.1 ~ci c . nc iraeb a a e fD M
LLP, 22'7 West Monroe Street, Chicago, Illmois, no later than five (5) Business Days after all
conditions set forth in Article IX have been satisfied or waived (other than those conditions with
respect to actions of the parties to be taken at thc Closing itself, but subject to the satisfaction or
waiver of such conditions), provided the Sale Approval Order has not been stayed, modified or
reversed. Notwithstanding the foregoing, the parties may elect to close at such other time, date
and place as they may mutually agree.

4.2 Assum tian of Liabilities. Subject to fulfilltnent or waiver of the conditions set
forth in Article IX, at Closing, Buyer shall assume the Assumed. Liabilities by instrument of
assumption in a form agreed to by Buyer and Sellers and consistent with the provisions of this

Agreemcnt, or, in the alternative, by order of thc Bankruptcy Court. In connection with Buyer' s
assumption of the Assumed Liabilities, Buyer shaH furnish such adequate assurance of future

perfonnance as the Bankruptcy Court shall have ordered, or as to which the non-debtor party to
the Contract or Real Property Lease shall have otherwise agreed.

(i) the Purchase Price (less the Deposit and the interest accrued
thereon);

(ii) an executed instnunent of assumption in accordance with Section
4.2'

s

(iii) a certificate of good standing for Buyer issued. as of a recent date

by the Delaware Secretary of State;

(iv) a certificate of the Secretary of Buyer or competent officer, dated

the Closing Date, in form and substance reasonably satisfactory to
Sellers, as to the resolutions of the Board of Directors of Buyer
authorizing the execution and performance of this Agreemcnt and.

the contemplated transactions;

(v) such other doctunents as may reasonably be required to effectuate
the transactions contemplated herein; and

(vi) the executed Services Agreement.

(b) Sellers' Deliveries.

CH1Q044)2. 9

3.2(a)hereof, provided thatthe a6grcg'_ amount tobc so rdn_bursod shallnot exceed fifteen

p_,cnt (15%) of the Purchase Price.

ARTICLE IV

CL0SlN6

4.1 _. The Closing shzI1 be coDsummatcd at the oJ_oes of Duane Monis,

LIP, 227 West Monroe Strut, Chicago, Minois, no later than five (5) Business Days after all
conditions se.t forth in Article IX have been satisficzl or waiv_l (other than those conditions with

msp_t to actions of the parties to be taken at the Closing itself, but subject to th_ satisfaction or
waiver of such conditions), provided tho Sa2c Approval Order has not been stayed, modified or
reversed. Notwithstanding the foregoing the parties may cl_ct to close at such other tirae, date

and place as they may mutuaUy agree.

• 4.2 Assumption 0f Liabifitles. Subject to _¢,nt or waiver of the conditions set

forth in Aj-'t.icl¢IX, at Closing, Buyer shall assume the Assum_ Liabilities by instrument of

assumption in a form agreed to by Buy_ and S_llers and consistent with the provisions of this

Agrdemcnt, or, in the alternative, by order of the Bankruptcy Court. In connection with Buyer's

assumption of the Assumed Liabilities, Buyer shall furnish such adequate assurance of future

performanceas theBankruptcyCourt shallhave ordered,or astowhich the non-<Icbtorpartyto

the Contract or Real Property Lease shall have otherwise agreed.

4.3 Closln_ Deliveries.

Bu.ycr'sDdivcries.

(i) thePurchasePrice(lesstheDq)oxitand theinterest•accrued

thereon);

(ii) an cxecut_ instrumentof assumptioninaccordancewithSection

4.2;

(iii) a certificateofgood standingforBuyer issuedasof'arecentdate

by theDelaware Secretm'yofState;

(iv) a certi_cat¢of_'e SecretaryofBuyer orcompetentofficer,dated

theClosingDate,inform and substancareasonablysatisfactoryto

Sellers, as to the resolutions of the Board of Dire, ctors of Buyer

authorizing theexe_--ution and performance of this AgT_mcni and

the contemplated transactions;

(v) such other documents as may reasonably be reztuir_ to eff_tuate
the transactionscontemplatedheroin;and

(b)

(vi) the executed S_rvices Agreement.

Sellers' Deliveries.

CHI_-044 ]2.9
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(i) an %&~ment of Assignment and BiH of Sale duly executed by
Sellers ccevcying the Purchased Assets, other than thc Non-
Transferred Assets, to Buyer and in a form agreed to by Buyer and
Sellers consistent with the provisions of this Agreement;

jii) the legal opmion Gem Sellers' telecomrnurucations counsel

(iii) the Managcsnent Agreement;

(iv} such other bills of sale, assignments and other instruments of
transfer or conveyance as Buyer may reasonably request or as may
be otherwise necessary to evidence and effect the sale, assignment,
transfer, conveyance and delivery of aU of Sellers' right, title and
interest in the Purchased Assets, other than the Non-Transferred
Assets, to Buyer, and

(v) the executed Services Agreement to the extent necessary.

ARTICLE V
REPRESE ATIONS WARIU XI'IES OF SELLERS

As an inducement to Buyer to eater into this Agreement and to consummate the

transactions contemplated hereby, Sellers represent and warrant to Buyer and agree as fo0ows:

Case.
. Ehd 1 b'-1-P''C

~tb fddl . Hhf & d HC dd dbd*, HR
such order is not stayed, modiGcd, vacated or reversed, each Seller has full corporate power and

authority to execute, deliver and perform this Agreement.

5.3 Title to Assets. SuNcieac of Assets. Subject to the entry of the Sale Approval
Order, and provided such order has not been stayed, modiGcd, vacated or reversed, upon the

Closing Buyer shaH own the Purchased Assets, free and clear of all Encumbrances. The
Purchased Assets (including without lirnitatidn the computer soflwarc) are sui5cicnt to conduct
the Business substantially as presently conducted.

5A Contracts To the best of Sellers' knowledge, oomplcte and correct copies of
*h fd C HRHP lPef~dh&d 2.1 d~dhC I 2.1

~ii (including all schedules, exhibits, annexes, amendments, and rnodiGcations relating thereto)
have heretofore been delivered to Buyer by Sellers. Upon the Closing, such Contracts and Real

Property Leases shall bc in full force and effect.

5.5 No Finder. Neither Sellers nor any Person acting on their behalf have paid or
become obligated to pay any fee or commission to any broker, tmder or intetmcdimy for or on
account of the transactions contemplated by this Agreement other than Daniels Ec Associates,

L.P. Sellers shall indemnify and hold Buyer harmless from any claim against Buyer Rom
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(i) an In.gtnn_mt of Assigrtmcnt and Bill of Sale duly cxecut_ by

Sellers corJvcyi_g the Purchased Assets, oth_r than the Non-
Transferr_ Assets, to Buyer and in a form agrer,d to by Buyer and

Sellers consistent with the pmvisiom of this Agreunent;

the legal opinion from So|lets' tdc_,ommun_catiol_s counsel

contemplated by Section 9.1(c):

(iv)

the Management Agreement;

such otherbillsof sale,_signme_ts and other instrumentsof

transfer or conveyance as Buygr may reasonsbly request or as may
be otherwise necessary tO evidence and effect the sale, as_gnm_nt,

wansfer,oonveyan_ and deliveryof allof Sel]ers'fight,titleand

interestin the Purchase.AAssets,otherthan the Non.Transferal

Assets,toBuyer, and

(v) theexecutedServicesAgreement totheext_t n_=sary.

ARTICLE V

RRPRESENTATIONS AND WARRANTIES OF SELLERS

As m inducement to Buyer to cat_ into thisAgreement and to consummate the

transactions contemplated hereby, Sellers represent and warrant to Buyer and agr_ as follows:

5.1 Or_imtioa ofSellers.Each Sdler isa Debtor-in-Possessionin_e Chapter I!

Case.

5.2 Au_ori .ty of Sellers. Subject to entry of the Sale Approval Order, and provided

such order is not stayed, modified, vacated or reversed, _ach Seller has full corporate power and

authority to execute, deliver'and perform this Agreement.

$.3' Titleto Assets;S_fficienc¥of Assets.Subjectto the entryofthe SaleApproval

Order,and provided such orderhas not been stayed,modifie_l,vacatedor r_versed,upon the

Closing Buyer shallown the Purchased A._sets,freeand clearof allEncumbrances. The

PurchasedAssets(includingwithoutlimitatidnthecompu1_ softwzre)arcsufficientto conduct

theBusine_sssubstantiallyaspms_fly conducted.

5.4 Contracts To the bestof Sellers'knowledge, complete and correctcopiesof

each of the Contracts me1 Real Property Leases on _ and Schedule 2.1(c)(i] and

i_l (includingallsch_u]cs,exhibits,annex_, amendmsnta, and modificzfionsrelatingthereto)

have hergtofor_b_m d_livcre._to Buyer by Sellers.Upon the Closing,such Contractsand Real

Pmps.rty Leases shall be in full force and effect.

5.5 No Ymder. NeitherSdlers nor any Person actingon theirbehalfhave paid or

become obligatedtopay any feeor commission to any broker,finderor interm_im'y foror on

account of the transactions contemplated by this Agreement other than Dmie]s & Associates,

L.P. Sellers sb.aU indemnify and hold Buyer hm-mless from m_" claim against Buyer from
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Daniels Er, Associates, L.P or anyone claiming by, through or under Seller arising from this
transaction, which indemnification obligation shall survive Closing.

ARTICLE VI
REPRESKNTA ONS AND %AKiMA1ES OF BUYER

As an inducement to ScHers to enter into this Agreement and to consummate the
transactions contemplated hereby, Buyer hereby represents and warrants to Sellers and agrees as
follows:

6.1 0 aulxatioa of Bu er. Bayer is a limited liabiTity company duly organized,
validly existing and in good standing under thc laws of the State of Delaware, is authorized to
transact business in Hlinois and has fuQ corporate power and authority to utilize its assets and to
carry on its business as now conducted.

6.2 Altlrori of Bu er Noncoatravention Buyer has full power aod authority to
execute, debver snd perform this Agreement. The execution, delivery and performance of this
Agrcerncnt by Buyer have been duly authorized and approved by Buyer's board of directors and
do not require any further authorization or consent of Buyer. This Agreement has been duly
executed aod delivered by Buyer and is the legal, valid and binding agreement of Buyer
enforceable in accordance with its terms, and upon execution and delivery by Buyer will be a

legal, valid and binding obligation of Buyer enforceable in accordance with its terms and does
not violate the terms of any contract, agreement, rule, law or regulation by which Buyer is
bound.

6.3 ~oFinder. Neither Buyer nor any person acting on its behalf has paid or becotue

obligated to pay any fce or commission to any broker, finder or intermediary for or on account of
the transactions contemplated by this Agreement other than Acquest International L,P. Buyer
shall indemnify Sellers and hold them harmless Bom any claim against Sel]ers by Acquest
International or L.P, or anyone claiming by, through or under Buyer arising from this transaction,

which indemnification obligation shall survive Closing.

fe . h IM h t e
arrangements with financially responsible third parties, or a combination thereof, in an aggregate
amount sufhcient to enable it to pay the ~hase Price and all other amounts payablc by it in

connection with this Agreement and the transactions contemplated hereby.

6.5 R lato Aathonzatioas. Buyer either (a) has all necessary authorizations

from Government Bodies to provide international, domestic interstate, and intrastate

tcl~mmumcations services in each jurisdiction in which any Seller currently ofFers such

services, or (b) knows of no reason why it cannot obtain all such authorizations from

Government Bodies in the ordinary course of business snd is not subject to any order from any

Government Body disqualifying it from holding such authorization.

6.6 Solvencl, Buyer is solvent snd will not bc leg insolvent or with an unreasonably

smal] capital as a result of this transaction,

CHl'20441z9
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Danjels & Associates, L.P or anyone cl_xing by, through or under Sellu arising from this

transaction, which indemnification obligation shall ran-vice Closing.

ARTICLE VI

REp_lZ-qENTATIONS AND WARRANTS OF BUYER

As an inducamgnt to Sell_'sto _ter into this Agreement and to consummate the

tmma_tions contsmpl,_sd hca-eby, Buyer how.by represents zad warrants to Sellcrs and agro_ as

follows:

6.1 Or_ml|zation of Buyer. Buyer i$ a limited liability, company duly organized,

validly existing and in good standing under the law, of the State of Delaware, is authorized to
transact businosg in Blinois and has full corporate power and authority to utilize its a_sgts and to

carry on its business as now conducted.

6.2 Authority of Buye_, Noncontravention Buyer has fi.fll power and authority to

ex_ute, delive_ and peal'otto this A_nL The execution, cl_liv_ and performance of this

Agre,,mc_t by Buye, have been d_ly authorized and approved by Buyer's board of directors and
do not requir_ any further authorization or consent of Buyer. This Agreement has b_ duly
exe_ut_ and delivered by .Buyer and is the legal, valid and binding agreement of Buyer.

enforceable in ae,cordance with its tt_TaS, and upon execution and delivery by Buyer wiU be a

legal,validand bindingobligationofBuyer enforceableinaccordancewith itsterms and does
not viohde the terms of any contrast,agrc,msnt, ruM, law or regulationby which Buyer is

botmd.

6.3 No Finder. Neither Buyer nor any person acting on its behalf has paid or become

obligated to pay my f_ or commission to any broker, finder or interme_liary for or on account of
the transitions contemplated by this Agreement other than Acxlucst International L.P. Buyer

shallindemnify Sellersand hold them harmless fi'omany claim againstSellersby Acquest

IntexnationalorL.F.oranyone claimingby,throughorunderBuyer arisingfrom thistransaction,

which h_demnificationobligationzazallsurviveClosing.

6.4 Sufficiencyof Funds. Buy_r has unencumbered cash on hand or credit

mrangernents with financially responsible third parties, or a combination thereof,in an aggregate
amount suf_cicnt to enable it to pay the Phr_hasePrice and all other amounts payable by it in

connectionwiththisAgreement and thetransactionscont_mpl_ted hereby.

6.5 Re_l_tory Authorizationt. Buyer either (a) has all n_c,essary authorizations

from Government Bodies to provide international, domestic interstate, and in_astate

telce.ommurtications_ervicesin each jurisdictionin which any SeBer currentlyofferssuch

sexvices,or (b) knows of no reason why it cannot obtain all such zutboriz_ons from

C_vemmont Bodies intheordinarycourseofbusinessand isnot subjectto any orderfrom any

Oovsmrnont Body disqualifyingitfromholdingsuchauthorization.

6.6 $olvenc£. Buyer issolventand willnot be leftinsolventor with an unreasonably

small c_pitalasaresultofthistransaction.

CHP_04412.9
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6.7 Bu er's Investi atioa. As of Closiag, Buyer will have conducted duc diligence
investigation of Scllcrs to its satisfaction.

ARTICLE VII
ACTION PRIOR TO THE CLOSING DATE

The respective parties hereto covenant aad agree to take the following actions between
the date hereof and the Closing Date.

7.1 Access. to the Business. Sellers shall afford to the of5cers, employees and
authorized representatives of Buyer (including, without. limitations independent public
accountants and attorneys) reasonable access during normal business hours to the oKccs,
properties, employees and business aad Gnancial records of the Sellers to the extent Buyer shall

reasonably deem necessary or desirable and shall furnish to Buyer or its authorized

representatives such additional information concerning thc Purchased Assets, the Business and
the operations of' Sellers as shall be reasonably requested, includiag all such information as shall
be necessary to enable Buyer or its representatives to verify the accuracy of the representations
and warranties contained in this Agreement, to verif'y that the covenants of Sellers contained irj

this Agreement have been complied with, and to determine whether the conditions set forth in
Artie)e IX have been satisQeL Buyer agrees that such investigation shall be conducted in such a
manner as not to interfere unreasonably with the operations of Sellers. No investigation made by
Buyer or its representatives hereunder shall affect the representations and warranties of Sellers
hereunder. Buyer expressly acknowledges that any information it receives pursuant to this

~Section 7. is subject to the conBdentislity provisions set forth in Section 11.2.

72 Preserve Accura o Re resentations and Warranties. Each of the parties
hereto shall refrain &om taking any action that would reader any representation or warranty

contained in Article V or VI of this Agreanent inaccurate as of the Closing Date.

7.3 0 erations Prior to the Closin 9ate. Between the Effective Date and the

Closing, Sellers will cause the Business to bc operated in thc ordinary course of business, snd
shall not take any action inconsistent with the transactions contemplated hereby and will not
permit any material transaction outside the ordinary course of business in respect of the Business
without the express written approval of Buyer (which shall not be unreasonably withheld) or
unless so ordered by the Bankruptcy Court after notice to Buyer. Without lirnitiag the generality
of thc forcgoiag, Sellers shall not, without the express written approval of Buyer, which shall aot
be unreasonably withheld, or authorization by order of the Bankruptcy Court:

s) I!*M f h 5~5M 1 2.1 f I
' '

dl py'ol
trademark and patent applications or fail to maintain any registered copyrights, trademarks or
patents;

(b) fail to maintain in good working order aay Equipment, unless it has a de

minimis impact upon the Business;

(c) fail to maintain all insurance covering loss or destruction of the Purchased

Assets or conduct of the Business currenQy in effect;

CHR2044 j2.9

6.7 Buyer's Invesfieafion. As of Closing, Buyer will have conducted due diligence

inve_gafion of Sellers to it_ satisfaction.

ARTICLE VII

ACTION PRIOR TO THE CLOSING DATE

The respective parties hereto covenant and asree to take the following actions between _

the date hereof m_d the Closir_g Date.

7.1 Ae.e_s. to the Bus_ae_. Sellers shall afford to the officers, employees md

authoriz._d r_resentatives of Buyer (including, without limitation, independent public
acgount_ts and attorneys) reasonable access during normal business houri to the officzs,

properties,employees and businessand fit_ancialre_ordsof the Sellersto theextentBuyer shall

reasonably deem necessary or desirableand shall f-umishto Buyer or its authorized

repres_tativessuch additionalinformationcovcerningthePurchased Assets,the Businessand

theoperationsof Sellersasshallbe rcazonablyrequested,includingallsuch informationasshall

bs necessary to enable Buyer or its representatives to verify the accuracy of the representations
and warrantiescontainedinthisAgreement, toverify thatthe coven_ts ofSellerscontainedin

thisAgreement have been compliedwith,and to determinewhether the conditionssetforthin
ArticleIX have been satisfied.Buyer agreesthatsuchinvestigationshallbe conductedinsuch a

manner as not to interfere unreasonably with the operations of Sellers. No investigation made by

Buyer or itsrepresentativeshereundershallaffecttherepresentationsnod warrantiesof Sellers

hereunder. Buyer expresslyacknowledges thatany informationitrc_.ivespurmmnt to this

$_ction7.1issubjecttotheconfidentialityprovisionss_tforthinSectionI1.2.

7.2 Preserve Accuracy of Representations and Warranties,. Each of the parties

heretoshallrefr--sinfrom takingany actionthatwould renderany representationor warranty

containedinArticleV or VI ofthisAgre_nt inaccurateasof theClosingDate.

•7.3 Operation s Prior to the Closing Date. Between the Effective Date and the

Closing, Sellers will c_.use the Buslne_s to be operated in the ordinary course of budu_ss, and

shall not take any action inconsistent with the transactions contemplated hereby and will not

permitany material transactionoutsidetheordinaryco_rseofbusinessinrespectof theBusiness

withoutthe expresswrittenapprovalof"Buyer (which shallnot be unreasonablywithheld)or

unlesssoorderM by theBankruptcyCourtafternoticetoBuyer. Without limit-ragthegenerality

ofthe foregoing,Sellersshallnot,withouttheexpresswrittenapprovalofBuyer,which shallnot

be unreasonablywithheld,oranthorizationby orderoftheBankruptcy Court:

(a)Except assetforthon Schedule2.1___failtomaintainorrenew allcopyright,

trademarkand patentapplicationsor failto maintainany registeredcopyrights,trademarksor

pat_ts;

(b) fail to maintain in good working order any Equipment, unless it has a de

min_mis impact upon theBusiness;

(c)failto maintainallinsurance_vefing lossor destructionof th_ Purchased

Assets or conduct of the Business currently in effect;
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(d) fail to maintam all material relationships with lessors, liccnsors, suppliers,
customers, and employees of the Business;

(e) fai1 to preserve the strict con5dcnce of'all trade secrets re1ated to the Business,
subject to the ScQer's ability to disclose information to other prospective bidders in accordance
with the terms of the standard nondisclosure agreemcnt furnished to prospective bidders;

(f) cuter into any contract, agreement, undertaking or commitmcnt affecting thc
Business outside of the ordinary course ofbusiness;

(g) sell, lease (as lessor), transfer or otherwise dispose of (including any transfers
from a Seller to any of its Affiliates), or mortgage or pledge, or impose or suffer to be imposed

any Encumbrance on, any of the Purchased Assets;

{h) unless to Sellers' benet, amend, modify, actend, rene~ or terminate any
Contract or Real Property Lease or terminate, waive or amend any right under any pf the
Contrac(s or Real Property Leases; or

(i) enter into any business or arrangemcnt or otherwise take any action that wouM
reasonably be expected to have a material adverse impact on the ability of. the Buyer to 'obtain

any ma(erial conscnts of governmental entities necessary in connection with thc Business;

(I) intentionally fail to notify Buyer in writing of the commencement of any
material litigation against any Seller or thc Business;

{k) intentionally fail to notify Buyer in writing of the proposed entry into any
Contract or Real Estate Lease and the intention to reject any Contract or Real Estate Lease (othcr
(han Seller's Lease at 200 Paul Street in San Francisco); or

(1) fail to comply with all Requirements of Law applicable to (he Purchased

Assets, and promptly after receipt thereof, give Buyers copies of any notice received from any
Governmental Body or other Person alleging any violation of or liability under any such

Requirements of Law.

To (he extent that there is any ambiguity as to whether a con(ract, agrccmcnt, undertaking

or commitmcnt affects the Business or the Purchased Assets or is outside of the ordinary course
of business, Scllcrs shall consult with Buyer in good faith prior to entering into such contract,

agrccmcnt, under(alnng or commitment. For purposes of clarity, nothing in this Section 7.3 shall

be construed to in any way limit Sellers' ability to auction the Purchased Assets (o the highest
bidder at the Auction.

7.4 Notification b Sellers of Certain Matfen. During the period prior to thc

Closing Date, Sellers will prompt1y advise Buyer in writing of (a) any notice, objection or other

communication fiom any third Person alleging that the consent of such third Person is or may be
required in connection with the transactioas contemplated by this Agreerncnt, and {b) any

material default under any Contract or Real Property Lease or event which, with notice or lapse
of time or both, would become such a def'ault on or prior to the Closing Date and of wMch

ScUers have Knowledge.

cHm04&&zs
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(d) fail to maintainallmaterialrelationshipswith l_ssors,liccnsors,suppliers,

customers,and employees oftheBusiness;

(e) fail to pws_fe the slrlct con_den_ of all trade s_crets related to the Business,

subjectto the Sdler'sabilitym discloseinformationto otherprosp_tive biddersin accordance
withth_urn'usofthestmd_d non-clisclosure'agrem'nentfurnishedtoprospectivebiddus;

(f)¢ntu intoany contr_t,agreement,un_g or commitment affectingthe

Businessoutsideof the ord_ary eour_ ofbusiness;

(g)sell,lease(aslessor),transferor otherwisedisposeof(includingany transfers

from a Sell_rto any of itsAffiliates),or mortgage or pledge,or impose or suffertobe imposed

any Encumbrance on,any ofthePurchasedAssets;

0a)unlessto Sellers'benefit,amend, modify, extend,renew or totmiraateany

Contractor Real PropertyLe_e or terminate,waive or amend any rightunder any of the

ContraotsorReal PropertyLeases;or

(i)enterintoany businessor arr_gsment or otherwisetakeany actionthatwould

reasonablybe expectedto have a materialadverseimpact on the abilityof theBuyer toobtain

any materialconsentsofgovenmaent_lentitiesnecessaryinconnectionwiththeBusiness;

fj) intentionally fail to notify Buyer in writing of the eommencem_t of any

mat_al litigation against any Seller or the Businwss;

(k) intentionally fail to notify Buyer in writing of the proposed _try into any

Contract or Real Estate Lease and the intention to reject any Contract or Real Estate Lease (other

than Seller's Lease at 200 Paul Str_"t in San Francisco); or

(1) fail to comply with all Requirements of Law applicable to the Purchased

Assets, and promptly after r_eipt thereof, give Buyers copies of a_y notice received from any

Governmental Body or other Person alleging any violation of or liability under any such

Requirements of Law.

To the extent that there is any ambiguity as to Whet.her a contract, a_ent, undertaking

or eommitm_tt affectstheBusinessorthePdrchasedAssetsor isoutsideof theordinarycourse

ofbusiness,Sellersshalleoraultwith Buyer ingood faithpriorto enteringintosuch eonWaet,

agreement,undertakingorcommilznonL For purposesofolarity,nothinginthisSection7.3shall

be construed to in any way limit Sellers' ability to auction the Pro-chased Assets to _e highest

bidder at the Auction.

7.4 Notification by SeIlem of Certain MaRers. During the period prior to the

ClosingDate,Selierswillpromptly adviseBuyer inwritingof (a)any notice,objectionorother

communication from may thirdPersonallegingthattheconsentofsuch thirdPerson isormay be

requiredin connectionwith the transactionsoonteraplatedby thisAgreement, and (b) any

matwial defaultunder any ContractorReal PropertyLease orevor_twhich, with noticeorlapse

of time or both,would become suoh a defaulton or priorto the Closing Date and of which

Sell_rshave Knowledge.
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7.7 N~l«. II hdl U fib
' ' 'U adlg

Procedures Order and notice of the Auction and the hearing with respect to the Sale Approval
Order: (a) counsel to thc OKcial Conunittce of Unsecured Creditors appointed in the Chapter
11 Case, (b) the Internal Revenue Service, (c) the Securi6cs and Exchange Commission, (d) the
Ofncc of the United States Trustee, (e) the taxing authoritics of each state where Purchased
Assets are located, (f) Buyer and its counsel, (g) all persons who are known to possess or assert a
lien against or a security interest in, or claim ownership of, any cf the Purchased Assets; (h) all

parties who are hsted as parties to any of the Contracts and the Real Property Leases; and (i) all
parties who have Gled an appearance or request for notice in thc Chapter 11 Case. . Sellers shall
serve the following parties with notice of the Auction and the hearing with respect to the Sale
Approval Order: (a) all known creditors of Sellers; (b) all known shareholders of Sellers as of
March 1, 2005; and (c) all current employees of Sellers and employees of Sellers as of August 4,
2004.

7.6 Bankrn tc Court A rovals. within five {5) business days after Buyer' s
execution hereof, ScHcrs shall Glc and serve a motion pursuant to Sections 105, 363, and 365 of
the Bankruptcy Code, as applicable, in form and substance reasonably satisfactory to Buyer {the
"Modes "i and shall nse all reasonable efforts and act in good faith to:

(a) Upon notice complying with all applicable rules and orders of Court, seek

entry of an order in form and substance satisfactory to Buyer (the "Biddin Procedures Order" ),
among other things (i) approving the payment of a brcak-up fce of Three Hundred Ninety
Ph dbdl ll U.XO)(U '~~U '1( 'h lb I
Buyer's expenses), as admisustrativc priority claims under Bankruptcy Code Sections 503(b) and

507(a), payable upon closing with another higher bidder, (ii) approving thc procedures for the
sale of the Purchased Assets, including the requirement of an initial overbid amount of Four
Hundred Forty Thousand Dollars ($440„000)over the Purchase Price For bidders other than the

Buyer (the "Initial Ovcrbi Amount R uircmcnt"), and an incremental bid of Fifty Thousand
Dollars ($50,000) {the "Incremental Bid punt"); (iii) setting dates for thc auction sale of the
Purchased Assets no earlier than April 20, 2005 and no later than June 10, 2005 (thc "Auction" ),
and, subject to the Court's scheMe, the hearing on the sale of thc Purchased Assets no later than

June 27, 2005; (iv) setting a bar date for Cure amounts, which bar date shaH bc prior to the

Auction; and (v) providing that for any Person other than Buyer to be considered a qualifying
lldd ~ ~lif' hie"). hP hl, I U U b I dl ' »d
Auction, provide Seller with (i) suf5cicnt cviQcncc {in thc form of cash on hand, an irrevocable
letter of credit, an unconditional commitment letter or like evidence) of ita fmancial ability to
consummate a closing of the transactions contemplated hereby and such Person's bid shall (A) at

a minimum, meet the Initial Overbid Amount Requirement, and (8) provide, as determined by
the SeQcrs in consultation with its advisors and with counsel for thc Official Committee of
Unsecured Creditors, as good as or better terms as contained in this Agreement (including

without limitation no Qnancing contingency or purchase pric adjustments other than those sct

f '

g
' lbh f), l()b 7 'Ib

g dfihde I fd )O
Dollars ($1,000,000);

(b) Seek entry of the sale approval order in form and substance satisfactory to

Buyer (thc "Sale A royal Order"), which, among other things, authorizes the Sellers pursuant to

(without limitation) Sections 363(b), 363{f)and 365(b) of the Bankruptcy Code to enter into and

CH 1904412.9

7.5 Notice of Stole. SeIlm's __hall s_rve the following parties with the Bidding

Procedures Order and noti_ of the Auction and th_ bearin 8 with respect to the Sale Approval

Order: (a) coumel to the Official Committee of Umtcmod Creditors appointed in the Chapter

11 Car_, Co) the Intc_al Revenue Service, (c)'the S_m'itics and Exchange Commission, (d) the
Offi¢. of th_ United Stat_ Trust_, (e) the taxing am.horitics of each state whct_ Purchased

Assets are loc_M, (I") Buyer end its _oumel, (g) all personswho are known to possess or ass_rta

lien agaim't or a security intt_rest in, or claim ownership of, any of the Purchased Assets; (h) all

parties who arc listed _ pmtic$ to any of the Contract, and the Real Property/.,cases; end (i) all
parties who have fil_d an _pcaranc¢ or r_uest for notice in the Chapter 11 Cesc. Sellers shall

servethe followingparrieswith noticeofthe Auctiotiand the hcm'ingwith reject to the Sale

Approval Order: (z)allknown creditorsof Sellers;(b)allknown shsmholde.rsof Sellersasof

March l,2005;and (c)allcurrmt employees of Sellersand employees of SellersasofAugust 4,

2004.

7.6 Bankruptcy Court Approvals. Within five(5) businessdays afterBuyer's

executionheroof_Sellerssb.Rllfileand serveamotion pursuantto SectionsI05,363, and 365 of

the Bankruptcy Code, as applicable, i_ form and substanr2 reasonably satisfactory to Buyer (the

"Motion") and shall use all reasonable efforts md act in good faith to:

(a) Upon notic.o complying with fll applicable roles and orders of Court, sock

entryof an orderi_form and substanc.,satisfactorytoBuy¢l"(the"Bidding Proc,edurssOrder'),

among otherthings(i)approving the payment of a bre,sk-up foe of Thr,e Hundred Ninety

Thousand Dollars ($390,000) (the "Break-Up Fe..") (which amount shall be deemed inclusive of

Buyer'sexpenses),asadministrativepriorityclaimsunderBankruptcy Code Sc_'tions503('o)and

507(a),payableupon closingwith anotherhigh_ bidder,(ii)aFprovingthe pi-ocodumsforthe

sale of the Purchased Assets, including the rccluirenaent of an initial overbid amount of Four

Hundred FortyThousand Dollars($440,000)overthePurchasePriceforbiddea'sotherthan the

Buy_ (the"InitialOv_'bid Amount Requirement"),and an incrementalbid of FiftyThousand

Dollars($50,000)(the"IncrerncntalBid Amount'); (iii)settingdatesforthe auctionsaleofthe

PurchasedAsses no earlierthanApril20, 2005 and no laterthanJune I0,2005 (the"Auction"),

and,subjecttotheCourt'sschedule,,thehearingon the saleofthePurch_:l Assetsno laterthan

June 27, 2005; (iv)settinga bar date forCure amounts, which bar dmc shallbe priorto the

Auction;and (v)providingth_ forany Person otherthanBuyer tobe considorM a qualifying

bidder(a"0ualifyinj_Bidder"),such Personshall,no laterthanthreebusinessdays priortothe

Auction, provide Seller with (i) suffici_t evitlcu_ (in the form of cash on hand, an irrevocable

letterof credit,an unconditionalcommitment letteror like evidence)of itsfi.uandalabilityto

consummate aclosingofthetransactionscontemplatedhereby and such PersoEs bid shall(A) st

a minimum, mcct theInitialOverbid Amount Requirement,and (B) provide,as determinedby

the Sdlers in consultationwith itsadvisorsand with counsel forthe OfficialCommittc, of

Uns_ursd Creditors,as good as or betterterms as _ntained in thisAgr_ment (including

withoutlimitationno financingcontingencyorpurchasepriceadjustmentsotherthanthoseset

forthin Sccdon 3.2 hsr__f),and (ii)be _ccompanied by a good faithdepositof One Million

Dollars($1,000,000);

Co) Seek entryofthesaleapprovalordcrin form and substancesatisfactoryto

Buyer (th_"SaleApproval Order"),which,mnong otherthings,authorizestheSellerspursuantto

(without limitstiov) Sections 363(b), 363(0 and 3650)) of the Bankruptcy Code to enter into and

CHh204412.9
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perform this Agreement and contains Gndings of fact aad conclusions of law including (without
limitation) those to the following effect: (i) that the Bankruptcy Court has core jurisdiction to
enter the Sale Approval Order; (ii) that due and proper notice of the motion for entry af the Sale
Approval Order was given to all parties catitled thereto; (iii) that the transactions contemplated

by this Agreement are mpportcd by the Sellers' sound business judgment; (iv) that the
transactions contemplated by this Agreement arc ia the best interests of the Sellers and their
bankruptcy estates; {v) that thc consideratioa to be received by Sellers under this Agreement is
fair and reasonable; (vi) that prcdicates exist under one or more applicablc subsections of Section
363(f) of the Bankruptcy Code to authorize a sale to Buyer of the Purchased Assets &cc and
clear of interests of all parties ia the Purchased Assets; (vii) that the Contracts and the Real
Property Leases are executory contracts and unexpired leases; (viii) that the Purchased Assets are
sold &ee and clear of all Encumbrances; (ix) that ao third party coasents are needed for closing
other than conseats Rom Governmental Bodies; (x) that Sellers are relieved of any future

performance obligation under assigned Contracts and Real Property Leases pursuant to Section
365(k) of the Bankruptcy Code; (xi) that the Buyer is a good-faith purchaser entitled to the
protections of Section 363(m); (xii) authorizing the assumption and assignmeat of the Contracts
and Real Property Leases; (xiii) liquidating each default to bc Cured as a prerequisite to
assumption or setting such dcfaujt for hearing; (xiv) {a)directing that each liquidated default be
cured. within tcn days @ter Closing by paymcat or provision for payment of a liquidated sum,
tender of which shall constitute a complete satisfaction of all claims arising &om defaults (bath
monetary aad non-monetary), or (b) provision for segregating such sum to cure those defaults,
following their liquidation as the Court may deem necessary to constitute adequate assurance of
prompt cure of defaults; (xv) authorizing the parties to close; (xvi) over-ruling all objections to

entry of the Sale Approval Order; {xvii) reserving jurisdiction to construe and enforce the Sale
Approval Order, {xviii) providing that Buyer is not a successor in interest to Sellers or the

bushess of Sellers with respect to all parties havmg notice of thc sale; (xix) providing that Buyer
shall nat be liable for any prc- or post-petition debts of the Sellers other than the Assumed

Liabilities; (xx) containing such other endings and provisions as may be reasonably requested by
Buyer, and (xxi) to the extent possible after exerting the best cQorts of each of the parties, that
the provisions of Bankruptcy Rules 6004(g) and 6006(d) shall not apply to the Sale Approval
Order.

7.7 Limitation of Duties. If the Bankruptcy Court shall have failed to enter the

Bidding Procedures Order by April 29, 2005, or shall have failed to enter the Sale Approval
Order by June 24, 2005, Sellers may, as a matter of right, without liability or penalty, withdraw

the Motion rcfcrenced in Section 7.6 above, and Buyer may, as a matter of right, terminate this

Agreement without habttity or penalty snd obtain the prompt return of thc Deposit and aii

interest accrued thereon. Other than the ob]igation to return the Deposit, and except as sct forth

S~10.3 I 1 M cvliv u '

y d U' v
otherwisc should the Court decline to enter the Bidding Procedures Order or Sale Approval

Order. If the Court shall deny aay motion for entry af such orders, Sellers shall not be obligated
to amend such motion, move for its reconsideration or pursue an appeal, although Sellers may, in

their sole discretion, do so. Sellers have the absolute right to advocate Court approval of any

competing offer made at or after Auction which Sellers consider to be higher or better, and shall

have no liability whatsoever (other than payment of the Brcak-Up Fce and return of the Deposit
to Buyer in accordance viitb ~Section 0.6 hereof' arising Rom advocating such competing offer,
or arising peru the acceptance of such competing oBer. Should the Court enter the Order
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perforrathis_ent and containsfindingaof factand conclusionsof law including(_thout

limitation)tho_ tothefollowingeffect:(i)thattheBankruptcy Court has corejurisdictionto

entertheSaleApproval Order;,(it)thatdue and propernoticeofthemotion forentryoftheSale

Approval Order was giwm to allparties_ntitle_Ithereto;(iii)thatthetransitionsc_ntemplated

by this A_ent are supported by the Sdlers" sound business judgment; (iv)that the

transactions cont_plated by this Agreement are in th_ best interests of the Sellers and their

bankruptcy e_tatCs; (v) that the eondderation to be received by Sellers under this Agreement is
fair and reaconable; (vi) that predicates exist under on_ or more applicable subsections of Section

363(0 of the Bankruptcy Code to anthoriza a sale to Buy_ of the Purchased Assm fi'ec and
clear of interests of all parLi_ in the Purchased Assets; (vii) that the Contracts and the Real

I_'o1_rtyLeasesa_ executoryconlr_tsand un_pi_r_ teases; (viii)thatth,Ptu'zha_ Assetsare
soldfi'e_aad dear of allEneumbrancea; (Lx)thatno thirdpartyr,o_nts aren_cled forclosing

other than cons_ts fi-am Governmental Bodle_; (x) that Sellem arc relieved of any future

performance obligation under assdgned Contracts and Red Property Leases pursuant to Section

365(k) of the Bankruptcy Code. (xi) that the Buyer is a good-faith purchaser entitled to the

protections of S_etion 363(m); (xii) authorizing the assumption and assignment of the Contracts
az_ Real Property Leases; (xJi.{) liquidating each default to be Cured as a prerequisite to

assumption or setting such default for heating; (xiv) (it) dir_ting that each liquidated default be
cured within _n days aRer Closing by payment or provision for payment of a liquidated sum,

tender of which shall constitute a complete satisfaction of all claims arising fi-om default_ (both

monetary and non-mon.stary),or (b)provisionforsegregatingsuch sum to cur_tho_odefaults,

following thc'_Liquidation as the Court may deem nee_sary to constitute adequate assurance of

prompt cur,of defaults;(xv)authorizing_e parties to close;(xvi)over-rul_ngallobj_fionsto

entry of the Sale Approwl Order, (xviJ) rw, erving jurisdiction to conslrue _d enforce the Sale

Approval Ord_ (xviii) prtrvi_g that Buyer is not a successor in interest to Sellers or the
businessof Sellerswithresp_t toallpartieshavingnotic,ofthesale;(xix)providingthatBuyer

shallnot be liableforany pre- or post-petitiondebtsof tha Sellersotherthan th_ Assumed

Liabilities;(xx)containingsuchotherfindingsand provisionsasmay be reasonablyrequestedby

Buys'r; and (xxi) to the extent possible after exerting the best efforts of each of th_ parties, that

the provisions of Bankruptcy Rules 6004(g) and 6006(d) shall not apply to the Sale Approval

Order.

7.7 Limitation of Duties,. If the Bankruptcy Court shall have failed to enter the

Bidding Procedures Order by April 29, 200.5, or shall have failed to enter the Sale Approval

Order by June 24, 2005, Sellers may, as a m_r of right, wilbout liability or penalty, w_thdraw
theMotion referencedin Section7.6 above,and Buyer may, as amatterof right,terminatethis

Agreement without liability or p_alty and obtain the prompt return of theD_osit and all
intere, t ac<:rued thereon. Otbsr than the obligation to return the Deposit, and except as set forth

in Section 10.3re), Sellers shall haw no liability or obligation to Buyer under this Agreement or

otherwise should the Court de_line to enter the Bidding Procedures Order or Sale Approval

Ordw. If the Court shall deny any motion for entry of_ch orders, Sellers shall not be obligated

to amend such motion, move for its reconsideration or pursue an appeal, although Sellers may, in

their sole discr_on, do so. SelJsrs have the absolute right to advocate Court approval of any

competing off= made at or after Auction which Sell_rs consider tobe higher or better, and shall

have no tiability whatsoever (other than payment of the Break-Up Fee and return of the Deposit

to Buyer in aeeordmcc with S..ection 10.3 hereof) arising fi'om advocating such competing offer,

or arising from the acceptance of _ch competing offer. Should the Court enter the Order

Ct.llk21_l 2._
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amount requirement and/or a lesser incremental bid amount, or should the Court not approve
~g' l.l ~y dgdl bdl Blb I dbydl bllg

'

d d'
Agreement.

7.8 Hearin Schedule. Sellers shall scck to obtain hearings on the Motions
promptly, and, in the case of' the Bidding Procedures Order, no later than thirty (30) days after
the Effective Date and shall take all reasonably necessary actions in connection thcrcwi?h.

7.9 Allocation of Purchase Price. To the extent required by law, the Buyer and
Sellers agree to allocate the Purchase Frise (including, for purposes of this Section 7.9 any other
consideration paid to SeUers) among the Purchased Asscta in aeeordtmoe with Schedule 7.9 (the

I "I. gll ' « '

bd ~ d
approval if the allocation schedules are prepared subsequent to the Sale Approval Order. Buyer
and Sellers each agree to Qe all federal, state, local aod foreign forms and Tax Returns, in
accordance with thc Allocation Schedule. , Buyer and Sellers each agree to provide the other

promptly with any other information required to complete such forms and Tax Returns. Buyer
shall provide Schedule 7.9 to Sellers at least Qve days prior to the Closing Date.

7.10 R uhto A rovals. Subject to the terms and conditions of this Agreeraent,
each of the parties hereto shall use its best efforts to apply to all applicable Govcrnlnental Bodies
for any approval required for the consummation of the transactions contemplated by this

Agreement, shall prosecute such applications in good faith and with due diligence before the
Governmental Bodies, and. in connection therewith shall take such action or actions as may bc
necessary or reasonably required in connection with the applications, including furnishing to the
Governmental Bodies any documents, materials, or other information requested by them in order
to obtain the required approvals as expeditious&y as practicable, In addition, to the extent

practicable, the parties hereto shall usc their best eKorts to {i)prompQy notify each other of any
communication to that party &om any Govcrmnental Body with respect to the applications
described in this paragraph, (ii) permit a representative of the other party reasonably acceptable
to the first party to attend and participate in meetings (telephonic or otherwise) with any

Governmental Body, and (iii) permit the other party to review in advance, as reasonable, any
proposed written communication to a Governmental Body. No party hereto shall knowingly
hake, or fail to take, any action if the intent or reasonably anticipated consequence of such aetio~
or failure to act is, or would be, to cause any Governmental Body not to grant approval of any
application or materially to delay such approval, to the material detrunent of the other party.
However, Buyer shall be solely responsible for obtaining authorization to oKer

telecommunications services in any jurisdiction in which it does not currently hold such

authorization. Sellers shaH provide Buyer with such assistance in obtaining such authorizations
as Buyer shall reasonably request. Buyer shall also Qle all reports, and cause to be delivered all

notices to Sellers' telecommunications service customers required by 47 C.F9 f 64.1120(e) and

comparable State regulations.

7.11 Additional Matters. Subject to the terms and conditions of this Agreement, each

of thc parties hereto agrees to use all commercially reasonable efforts to take, or cause to be
taken, all action and to do, or cause to be done, all things necessary, proper, or advisable under

applicable laws and regulation to consummate and make cifcctive the transactions contemplated

CHF20rS412.9
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contemplatedin Section7.5(_ above, but containinga lesserbreak-up fee,initialoverbid

amount requirementand/ora lesserincrementalbid amount, or shouldthe Court not approve

Section 10.3(eL Buyer and Sellersshallstillbe bound by allother obligationsunder this

Agreement.

7.8 Hearings Schedule. Sellersshalls=ek to obtainhearings on the Motions

promptly,and,in thecaseof theBidding ProceduresOrder,no laterthanthirty(30)_ys aRer
t.heEffectiveDate and shalltakeallreasonablynecessm'yactionsinoormsctiontherewith.

7.9 Allocation of Parchase Price. To the :_nt required by law, the B_r and

Sellers agree to allocate the Purchase Price (including, for purposes of this Section 7.9 any other

co:asiderafionpaidto Sellers)among thePurchasedAssam inaex.ordaneewith Schedule7.9(the

"AllocationSchedule").gellers'agre_nenttoan allooationshallbe subjecttoBankruptcy Court

approval if the allocation sohedules are prepared gubsequsnt to the Sale Approval Order. Buyer
and Sdlers each agree to fale' all fed_ral, state, local and foreign forms and Tax Returns, in

acoordance with the Allocation Schedule., Buyer znd Sellers each agree to provide the other

promptly with any other information required to complete suoh forms and Tax Returns. Buyer

shallprovideSchedule7.9.toSellersatleastfivedayspriortotheClosingDate.

7.10 Re2ulatory Approvals..Subjecttothet_ms and conditionsof thisAgreement,

eachofthepartiesheretoshalluseitsbesteffortstoapplytoallapplicableGovernmental Bodies

for any approval required for the consummation of the transactions contemplated by this

Agre_snt, shall prosecute sugb applications in good faith and with due diligence before the
Governmental Bodies, and in conn_tion therewith shall take such action or actions as may be

necessary or reasonably required in connection with the applications, including furnishing to the
Gove, mmental Bodies any documents, materials, or other information requested by them in order

to obtain the required approvals as expeditiously as practicable. In addition, to the extent

practicable, the parties hereto shall use their best efforts to (i) promptly notify each other of any
communication to that party _'om any Governmental Body with respect to the applications

d_scribed in this paragraph, (ii) permit a representative of the other party reasonably acceptable

to the firstparty to attendand participatein meetings (telephonicor otherwise)with any

Governmmtal Body, and (iii)permitthe otherpartyto review in advance,as reasonable,my

proposed writtencommunication to a Gov_nmcnt_l Body. No partyheretoshallk_owin_y

take., or fail to take, any action if the intent or reasonably anticipated consequence of such action

or failure to act is, or world be, to cause an_, Governmental Body not to grant approval of any

application or materially to delay such approval, to the material detriment of the other party.
However, Buyer shall be solely responsible for obtaining 2,uthorization to offer

telecommunicationsservicesin any jurisdictionin which it does not .currentlyhold such

authorization. Sellers shall provide Buyer with suoh assistance in obtaining such authorizations

as Buyer shall reasonably request. Buyer shall also file aU r_orts, and cause to be delivered all
notic_stoSellers'telecomrnunioafionsservicecustomersrequiredby 47 C.F2...§ 54.1120(e)and

comparableStzt_regulations.

7.11 AdditionalMatters'.SubjccAtothetermsand conditionsofthisAgreement, each

of the parties hereto agrees to use all commercially reasonable efforts to take, or cause to be

taken, all action and to do, or cause to be done, all things necessary, proper, or advisable under

applicablelaws and regulationtoconsummate and make effectivethetransactionscontemplated
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by this Agreement, including using all commercially reasonable efforts to obtain all necessary
waivers, consents, and approvals required under this Agreement.

7.12 Mmimum Revenle Commitments. SeHers shall use their best efforts to
negotiate sigmficant reductions in mmimum revenue commitments under Carrier Contracts.

ARTICLE VHI
GREE NTS REGARDING MPLOYEES AND

OPERATION OF NON-TRANS RRED ASSETS

g. t ~Em in ees. Buyer shall oiler employment, commencing on the Closing Date, on
an "at-will" basis to each of the employees identified on Schedule S.]' hereto (which Buyer shall
provide to Sellers at least fivc days prior to the Auction) upon substantially the same base salary
and other benefits (excluding equity and post-rctirernent benefits) received by such employees
as of the date hereof as sct forth on Schedule 8.1. Employment must be offered, if at all, within
two weeks of Closing, but after that, not within six months of Closing unless the employee
waives any claim for severance against Sellers or disgorges and repays to Sellers any severance
received &om Sellers. Employment may be conditioned on employees waiving any claim

against Buyer for severance benefits 6om Sellers if such employees are subsequently terminated

by Buyers. Employees who accept Buyer's offer of employment with Buyer are referred fo
herein as "Transferred Employees.

" Sellers shaQ cooperate with Buyer in connection with the
transfer of the Transferred Employees to Buyer.

8.2 Post-Closin 0 era5ol of Non-Transferred Assets. Subsequent to Qosing,
Buyer shall operate the Non-Transferred Assets pursuant to a management agreement in
substantially the form attached hereto as Exhibit 3 (the "Management Agreement" ) until the
Non- Transferred Assets are transferred to Buyer.

8.3 Use of Sellers' Names. Subsequent to Closing, except as required for conduct of
the Chapter 11 Case or any successor Chapter 7 case, a11 Sellers shall promptly eliminate
Universal Access from their names, shall agree not to use such names, and shall change their
iiarnes to names approved by Buyer.

8.4 Circuits of Subsidiaries. Se11ers shall cause Universal Access UK Limited to

convey to Buyer at Closing for no additional consideration the circuit owned and operated by it.

ARTICLE IX
CONDITIONS PRECEDENT 0 CLOSING

9.1 Conditjons Precedent to the Obli ations of Bu er. The obligations of Buyer
under this Agreement shall, at the option of Buyer, be subject to the satisfaction, on or prior to

the C)osing Date, of the following conditions (each of which shall be deemed waived by
consummation of the transaction at Closiag):

(a) No Misr resenta 'on or Breach of Covenants and Narranties. There shall

have been no materiaI breach by Sellers in the performance of any of' their covenants and
'

agreements herein; each of the representations and warranties of Sellers contained or referred to

by this Agreement, including using all comm_rcially reasonable cfforta to obtain" all neccssm-y

weivers, cert.-rite, and approves rezluired under this Agreement.

7.12 Minimum Revenue Commitments. Sellc,s qhall use their best efforts to

negotiate significant redu_tiom in m/nimum revmu¢ commitm_ under Can'ier Contracts.

ARTICLE VIII

AGP_.gMT'-NTS REGARDING, EMPLOYEES AND

OFERATION OF NON-TRANSI_RRED ASSETS

8.1 Employees. Buyer shallofferemployment, commencing on theClosingDate,on

an "at-will"basistoeach oftheemployeasidenti.fi_on Schedule8.1hereto(whichBuyer shall

providetoSellersatleastfivedayspriortothe Auction)upon substantiallythesame base salary
and otherbenefits(excluding_uity and post-retirementbenefits)receivedby such employees

asofthedatehereofassetforthon Schedule8.1. Employment must be offered,ifatall,v,dth.in

two weeks of Closing,but aRer that,not withinsix months of Closir_gunlessthe employee

waivesany claim forseveranceagainstSellersor disgorgesand repaysto Sellersany severance

receivedfrom Sellers.Employment may be conditionedon employees waiving any claim

againstBuyer forseverancebenefitsfzom Sdlcrsifsuchemployees aresubsequentlyterminated

by Buyers. Employees who acceptBuyer's offerof employment with Buyer are referredto

hereinas "TransferredEmployees." Sellersshallcooperatewith Buyer inconnectionwith the

transferof theTrmasferrcdEmployc_-stoBuyer.

8.2 Post-Closiu2 Operation of Non-Transferred Assets. Subsequent to Closing.

Buyer shall oporat_ the Non-Transfwred Assets pursuant to a man_¢mertt agreement in

substantially the form attac/ned hereto as Exhibit B (th_ '_d_anagemsnt Agr_m_t") until the

Non-Transferr_ Assets am transf_'ezl to Buyer.

8.3 Use of Sellers' Names. Subsequent to Closing, except as required for conduct of

the Chapter 11 Case or anysuccessor Chapter 7 case, all Sellers shall promptly eliminate
UniversalAccess from theirnames, shallagreenot to use such names, and shallcha_ge their

names tonames approvedby Buyer.

8.4 Circuitsof Subsidiaries.Seller;shallcauseUniversalAccess UK Limited 1o

convey toBuyer atClosingforno additional6onsidsrationthecircuitowned and operatM by it.

ARTICLE IX

CONDITIONS PRECEDENT TO CLOSING

9.1 Conditions Precedent to the Obligationsof Buyer. The ob]Jgationsof Buyer

under thisAgr_etn_t shall,attheoptionofBuyer,be subletto the satisfaction,on orpriorto

the Closing Date, of the followingconditions(cash of which shallbe deemed waived by

consummation ofth=transactionatClosing):

(a) No Misr_resentntio_ or Br_-__h of Covenants and Warran6,s. There shall

have b¢_n no mat_n'ial breach by Sellers in tho performmco of any of their covenants and

• agreements herein; each of the representations and warranties of Sellers contained or referred to
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herein shall bc true and correct in aH znatcrial respects on the Closing Date as though made on
the Closing Date.

(b) N s v ental and d P roy s. The parties shall
have received aH approvals and actions of or by all Governmental Bodies which are necessary to
consummate the transactions contctnplated hereby, which are required to be obtained prior to the
C]oslng by applicable Requirctnents of Laws, but exclusive of State regulatory approvals that
relate solely to Non-Transferred Assets.

(c) Le al
'

ion om ellers' Tclccomm 'cations unse. Buyer shall

have received a legal opinion frotn Sellers' telecommunications counsel in the form set forth in
Exhibit C.

(d} Pa t or visio for a cnt of ure Amounts b ellcrs. Sellers
shall have paid all cure amounts or have made adequate provision to assure the prompt cure of
defaults, such as may bc ordered by the Bankruptcy Court under Section 365(b) of the

A "i. ' i S
'

d i dl
Contracts and Real Property Leases. Should a dispute exist between the Sellers and the

contracting party as to the appropriate Cure Amount, Sellers shall segregate sufhcient funds or
take such other action as the Court may order to provide prompt assurance of payment of Cure
Amounts, and such dispute, if not consensually resolved, shall bc set for hearing by the

Bankruptcy CourL

(e) Ch ter ll Case
'

Effect. The Chapter ll Case shall not have been

dismissed or converted into a case under Chapter 7 of the Banknsptcy Code and Scners, Buyer or

any other Person shaH not have Gled a motion or other pleadings seeking the dismissal of the

Chapter I 1 Case.under Section 1112of the Bankruptcy Code or othcrwisc.

(f} Sale royal Order in Effec The Sale Appmval Order shall have been
entered and not subject to any stay, modification, reversal or vacation.

(g) Duc Authorization. Subject to entry of the Sale Approval Order, the
execution and delivery of this Agreetnent and all other agreements and instruments contemplated

hereby or related hereto to be executed and delivered by Sellers, and the consurnrnation of the

transactions contemplated hereby and thereby, F11 have been duly and validly authorized and

approved by all necessary corporate action. Subject to entry of the Sale Approval Order, this

Agreaacnt will have been duly executed and delivered Ey Sellers,

0) F~g* . II 'ili i~ H 'Ml

Buyer all copies of its (i} post-petition monthly reports comparing actual results to Key
Employee Retirement Program projections and (ii) post-petition montMy operating reports that

Sellers' have Gled with the Bankruptcy Court. Each such monthly operating rcport will have

been substantially complete, accurate and truthfid.

I~II NP * . ~RIHI . i f
complete list of all Tntcilectual Property owned by Sellers as of Closing, including without

limitation, all computer software included in the Purchased Assets and necessary to operate the
ii ' ~ 'i i

CHlQ04412. 9
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herein shall be truc mad correct in all material rcspe,ets on the Closing Date as though made on

the Closing Date.

Co) N.e_-_=_"V Gov_r___ental a_d Third Party A_rovals. The parties shall

have received all approvals _d actkms of or by all C_vcmmenl_.l Bodies which are necessary

co--ate the transactions contcmpLsted hereby, which are required to be obtained prior to the

Closing by applicable R_luirvmcnts of Laws, but exclusive of State regulatory approvals that

relate solely to Non-Transferred A_sets,

(c) Legal Cmi£j_on _o_ Sellers:Tel_commun_csfionsCounsel. Buyer shall

have received a legal opinion from $dlors' telecommunications counsel in the form set forth in

Exhibit C.

(d) Pa mt or visio for Pa _nt of ure Amounts b gllus, Sellers

shall ha_-e paid all cure amounts or have made adequate provision to assure the prompt cure of

defaults, such as may. be orduod by the Bankruptcy Court under Seztion 365('o) of tbe

Bankruptcy Code ("Cure Amounts"), in order for Sdlcrs to assume and as;ignio Buyer all

Contractsand Keal Property Leases. Should a disputeexistbetween the Sellersand the

contractingpartyasto the appropriateCure Amount, Sdlsrsshallsegregat_sufficientPandaor

takesuch otheraction_s theCourt may ordertoprovideprompt assuranceofpayment of Cure

Amounts, and such dispute,ifnot conscnsuallyresolved,shallbc sat for hearing by the

Bmkruptcy Court.

(e) Chapter l l Case in Effe_. Th_ Chapter 11 Case shall not have bccn

dismissedorconvertedintoa caseunder Chapter7 of theBankruptcy Code _d Sellers,Buyer or

any othc¢Person shallrmt have fileda motion or otherpleadingssccki_gthe dismissalof the

ChapterI1 Case-underSectionI112 oft_heBankruptcyCode orotherwise.

(f) Sale Approval Order in Effect. The SaleApproval Order shall have bcc_

entered and not subject-to any stay, modi_catios, revvrsal or vacation.

(g) Due AuthorizatiorLSubjectto entryof the Sale Approval Order_ the

execution and deliv'cryof this Agre,_ent and allotheragre._ments and instmm_ts contemplated

herebyor relatedhgretoto be executedand ddivcrsdby Sellers,and the _nsummation of the

transactionscontemplatedh_-,byand thereby,_dllhave been duly and validlyauthorizezland

approved by allnecessarycorporate action.Subjectto entryof the Sale Approval Order,this

Agreement willhave bscn duly¢xscute,d and deliveredby Sellers.

Ca) F_in_cialStatements. Sellerwillhave delivc'redor made availableto

Buyer allcopies of its(i)post-petitionmonthly reportscompaSS actualresultsto Key

Employee RetirementProgram projectionsand (iJ)post-pe.titio_monthly opsratiDgreportsthat

Sellers'have filedwith the Bankruptcy Court. Each inch monthly operatingreportwillhav_

bum substantiallycomplete,accuratearidtndhfuL

(i) IntellectualProperty. _ hereof oontainsan accurateand

complete listof allInt--cll¢ctualPropertyowned by Sellersas of Closing,includingwithout

limitation,allcomputer soRwarc includedinthePurchasedAssetsand necessarytooperatethe

Business. Exert as provided in _ any developer or independent contractor

2O
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employed. or contracted to develop computer sofhvare for Sellers wi0 have assigned to Sellers
his/her. rights te any Intellectual Property so developed for Sellers. There will be no pending, or
to Sellers' knowledge, threatened claims or litigation of any nature materially afFecting or

II I bm. b 9 hh» C . ~92 f~
list all written notices or written claims then pcnditrg or received by any Seller that assert
infringemen of any domestic or foreign letters patent, patent applications, patent licenses,
software licenses and know-how licenses, trade names, trademark registrations and applications,
service marks, copyrights, copyright registrations or applications, trade secrets, tcchnical
knowledge, know-how or other confidcutial propriet information. There will be, to the best of
Sellers' actual Know1edge, no reasonable basis upon which any claim may be asserted against
any Seller for material infrmgcrnent or misappropriation of any of the foregoing. To the Sellers'
Knowledge, no person wiH be iu material default or violation of any Contract pursuant to which

any Seller licenses Intellectual Property.

I'i) dbidl '
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assets, will not be conducting business and. will otherwise be inactive {except for administering
their respective Chapter 11 estates, snd except for any actions necessary to carry out this

Agreement),

lbl )ddt —' ~&'

list of the mamas, titles and current annual compensation rates of all employees of Sellers. There
wil1 be no collective bargaining or other agreements between any Seller and any umon or other

employee orgaruzations relating to employees of Sellers whether such agreements are with

Sellers or with any independent contractor or managcrncnt company providing employees to

Sellers.

{1) elecommunications Rc lato Matters

(i) Each Seller will have been duly licensed and/or registered as a
provider of regulated telecommunications services snd be in good standing to so provide
such regulated telecommunications services in each of the jurisdictions sct forth in

9~i*819. I lb . I h*hi '91 ' 9 fhb '
b «d

by Buyer after thc Closing Date makes such Hcensmg or registration of Buyer necessary.

9") ~BM I 9.1
"
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regulatory approvals required to bc obtained under the Telecommunications Laws to
enable Buyer to purchase the Purchased Assets and consummate thc transaction

contemplated by this Agreement, other than such flings and regulatory approvals that

pertain solely to Buyer's authorization to operate the Purchased Assets after the Closing
Date (i.e., applications for certificate of public convenience and necessity or similar

authorizations).

(iii) The FCC will have granted its consent to the acquisition by Buyer
of the lines, customer accounts, and other assets of Sellers used to provide both domestic

intcrstatc and international telecornrnunications services, without the imposition of
conditions outside the ordinary course. Such consent shall constitute all necessary
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employed or contracted to develop computer soRwm-_ for Sellers wiO have assigned to Sellers

his/her.rights to any Intell_l Properly so developed for Sellers. Thee will be no pending, or

to Sdlers' knowledge.,, thr_tened claims or litigation of any nature materially affecting or

relating to the Intellectual Property. oth,r than the Chapter 11 Case. Schedule 2.1re) hereof will
list all wriaon notices or written claims then pendi/_g or received by any Seller that assert

infringement of any domestic or foreign letters patent, patent applications, patent licks.ca,
soRware licenses and know-how lic_.ses, lrade names, trademark registrations and applications,

service marks, copyrights, copyright regis_ations or applications, trade secrets, technical

knowledge, know-how or other confidential propriety information. There will be, to the best of
Setlsr_' actual Krmwledge, no rmsonable basis upon which any claim may be asserted against

any Seller for material infrlngemsnt or misappropriation of any of the foregoing. To the Sellers'
Knowledge, no person will be iu material default or violation of any Contrac_ pursuant to which

a_y Seller lieges Intellectual Property.

(j) Subsidiaries. Except as disclo_cl on Schedule 9.10) hereto, Sellers will
have no subsidiaries and each of the subsidiaries listed on Schedule 9.10) hereto will have no

assets, will not be conducting business and will otherwise be inactive (except for administering

theft" respective Chapter 11 estatv_, and except for any actions necessary to carry out this

Agreement),

0c) Em_.__9..yees. Schexlule_ hereto will contain a correct and complete

listoi'thenames, titlesand currentannualcompensationratesof allemployees of Sellers.There

willbe no collectivebargainingor otheragresrnvnts between any Sellerand any union or other

employee organizations relating to employees of Sellers whether such agreemortts are with

Sellers or with any independent contractor or management company prodding employees to

Sellers.

(I) Tolocom mu_nicationsRe_,ulatoryMatters.

(i) Each Sellerwillhave been duly licensedand/orregisteredas a

providerof regulatedtelecommunicationsservicesand be ingood standingto so provide

such regulatedtele,communications servicesin each of the jurisdictionsset forthin

hereto,inWhich jurisdictionsthenatureofthebusinesstobe conducted

by Buyer aftertheClosingDate makes suchlicensingorregistrationof Buyer necessary.
',

(ii) Schedule 9.1O)(ii) hereto sets forth a list of all filings and

regulatoryapprovals _mred to be obtainedunder the Telecommunications Laws to

enable Buyer to purchase the Purchased Assets and consmrma_te the transition

contemplatedby thisAgreement, otherthan such filingsand regulatoryapprovalsthat

l_vta_nsolelytoBuyer'sauthorizationtooperatethe PurchasedAssetsafterthe C]osiag

Date (i.e.,applicationsforcertificatesof publicconvenienceand necessityor similar

amborizations).

(iii) The FCC will have granted its consent to the a_quisition by Buyer

of thelines,customer accotmls,and otherassetsofSellersused toprovideboth domestic

interstate and international telecommunications services, without the imposition of

conditions outside the ordinary course. Such consent shall constitute all necessary

CRT_204_] 2.9
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consents, approvals, and authorizations required under the Fedeml Telecommunications
Laws for the transfer of such assets to Buyer,

(iv) All necessary consents, approvals, and authorizations retiuired
under the State Telecommumcations Lans for the transfer @ Buyer of the customer
accounts and other assets of Sellers used in providing intrastate telecommunications
services wiH have been obtained, except for approvals relating solely to Non-Transferred
Assets.

(v) There shall be no action, order, claim, suit proceeding, litigation,
review notice or, to Sellers' Knowledge, investigation or mquiry, pending before the FCC
or any State Regulatory Commissions relating to or affecting Sel)ers or any of their
respective properlies or assets or any of5cer or director or sharehoMer of Sellers, other
than proceedings relating solely to the transfer of the Non-Transferred Assets.

(m) The Management Agreement shall have been entered into and any
necessary Bankruptcy Court approvals obtained to do so.

(n) Sellers' subsidiaries, which are not debtors in the Chapter }1Case, shall

have conveyed al) of their assets, including without limitation circuits, trademarks and websites,
to Buyer.

. 4 ) Ill Idlh B BI~~I ll
' ~1.3 h I

Unless expressly covenanted, warranted or represented elsewhere in this Agreement, the
conditions stated in dns S~eotion 9. are not covenants, vdarrantiea or reprteentntions

9.2 Conditio s Precedent to the ObH actions of Sellers. The obligations of Sellers
under this Agreement shall, at the option of Sellers, be subject to the satisfaction, on or prior to
the Closing Date, of the following conditions (each of which shall be deemed waived by
consummation of the transaction at Closing):

(a) No Mi resentation or Breach of Coveriants and Warranties. There shall

have been no material breach by Buyer izi the performance of any of its covenants and

agreements herein; each of the representabons and warranties of Buyer contained or referred to

herein shall be true and correct in all material respects on the Closing Date as though made on

the Closiag Date.

R» ARRBB IB, IBI yh Rd Ay 4 BB hdl 4 .„,d

and not subject to any stay, modification, reversal or vacation.

j)nndadl'-By) Ill d'
I IB

telecommunications services, if required, i' each jurisdiction in which Sellers provide such

services; or, in those States in whi~h Non-Transferred Assets are located, Buyer shall know Qf no
reason why it cannot obtain all such authorizations from State Regulatory Commissions in the

ordinary course ofbusiness.

jd) y hdt I*~l~' ddll
' I ~R' dd h I.
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consents,_:rprovals, and suthorizationsrccluiredundo" the FederalTelecommunications

Laws for the tramfor of such assets to Bu),_r.

(iv) All n_cassary c.onssnts, approvals, and authozizations required

under the State Telecommunications Laws for th_ transfer to Buyer of the customer

accounts and other _ssets of Sellers used "in providing intrastate tel_x)mmunications

• services will have bean obtained, exo-.x._tfor approvals relating sololy to Non-Transferred

Assets.

(v) Tbea's shall be no action, ord_, claim, suit prong, litigation,
review noticm or, to Sellers' Knowledge, invt_tigation or inquiry, p_nding before the FCC

or any State Regaflatory Commission, relating to or affecting S_llers or any of their

respective properties or assets or any o_cm" or director or shareholder of Sell--s, otb_r

than procc_iings relating solely to the transfer oft.he Non-Transferred Assets.

(m) The Mmlagsment Agreement shall hays been cntere.d into and may

n_sssary Bankluptcy Court approval_ ob_.inod to do so.

(n) Sellms' sabsidiaries, wkich are not debtors in the Chapter ll Case, shall

have conveyed all of their assets, including without limitation circuits, tradcmzr_ and websites,

to Buyer.

•(o) Sellers shall have mad, all required deliveries under _ hcroo£

Unless expressly covenanteA, warranted or r_r_ented dsewhore in this Agreem_L the

_nditions stated in this Station 9.1 are not coven|rots, warranties or representations.

9.2 Conditions Precedent to the ObH_[atlons of Sellers. The obligations of Sellers

under this Agreement shall, at the option of Sellers, be subj_t to the satisf_tion, on or prior to

the Closilag Date, of the following conditions (_h of which shall be d_emeA waived by

consummation of the transaction at Closing):

(a) N0 Mi_epresentation or Bre, ch of Cov_ants and Win'r antics. There shall

have been no materialbreach by Buys* in the performance of any of itsc_venants and

agreements herein; each of the representations and warranties of Buyer contained or referral to
h_cin shall be Wae and correctinallmateri_ respectson the ClosingDate _ though made on

the Closing Date.

(b) Sale Ordm" In Eff_t. The _al_ Approval Order shallhave been entered

and not subject to any _tay, modification, reversal or vacation.

(e) R_zulatorv Lic_ses. Buyer shall hold authorization, to offer

teleeommunieatiom m-¢ieas, if required, in each jurisdiction in which Sellers provide such

services;or,in thoseStatesinwhich Non.Trm_sferredAssetsareIc_atsd,Buyer shallknow of no

reasonwhy itcannotobtainallsuch authorizationsfrom StateRegulatoryCommissions inthe

ordinarycourseofbusiness.

(d) Buyers shallhave made allrequireddeliveriesunder_ hereof.
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'Unless express}y covenanted, warranted or nyresentcd elsewhere in this Agreement, thc
conditions stated in this faction 92 are not covenants, warrantics or representations.

ARTICLE X
TERMINATION

10.1 Ternlination. Anything contained in this Agreement to the contrary
notwithstanding, this Agreement may be terminated at any tine prior to the Closing Date:

(a) by the mutual consent ofBuyer and Se}}era;

(b) by the Buyer if the Bidding Procedures Order has not been obtained within

thirty (30) days of the date of the Effective Date;

(c) by the Buyer or Sellers if, pursuant lo the Auction or other subsequent
sale, another party has obtained the rights lo acquire some or al} of the Purchased Assets;

(d) by Buyer if the Closing sha11 not have occurred on or before August 5,
2005 (or such later date as may be mutuaQy agreed to by Buyer and ScHcrs) unless the failure of
the Closing to occur is as a result of a brcach by Buyer,

(e) by Sellers if the Closing shaQ not have occurred on or before August 5,
2005 (or such later date as may be mutua}ly agreed to by Buyer snd Sellers) un}ess the fai}ure of
the Closing to occur is as a result of a breach by Sellers;

(f) by Buyer in thc event of any material breach by Sellers of any of Sel]ers'
agreements, representations or watrantics contained herein and the failure of Sellers lo cure such
breach within seven days after ro;eipt ofnotice &orn Buyer requesting such breach to be cured;

(g) by Seliers in the event of any material breach by Buyer of auy of Buyer' s
agreements, representations or warranties contained herein (including Buyer's failure ta pay the

Dv i ~ll II U f'1 I
'U'

seven days aitcr receipt ofnotice from Sellers requesting such brcach to be cured;

{h) by Sellers if the Bankruptcy Court determines that approva} of the

Agreement is not in thc best interests of Sellers' estates for a reason other than ordering the sale
of the Purchased Assets to a party other than Buyer.

]0.2 Notice of Tertnlnation. Any party desiring to tcrxnmatc this Agreement pursuant

to ~Ssctio 10. shali give notice of such termination to the other party to tide Agreement.

10,3 Effect of Terminatioa.

(a) Except as othcrwhe sot forth in this Section 10.9 in the event that this

Agrcomect shall be terminated pursuant to this Ardcle X, aU further obligations of the parties
under tlus Agreement (other than ~Scctio s 11.2 and ~tt.9 shall be terminated without further

liability of any party to the other.

Unlessexpresslycovenanted, warranted or representedel_ewher_ in this Agreement, the

couditionsstatedinthisSection9.2ar_not oovcnants,warrantiesorr_pr_sentations.

ARTICLE X

TZltMrNA ON

10.1 Termination. Anything contained in this Agrc_nerrt to the contrary

notwithstanding, this Agre_nent may be terminated at any time prior to th_ Closing Dats:

(a) by the mutual consent of Buyer and Sells'm;

(b) by theBuyer fftbeBiddingProceduresOrder has notb_en obtainedwithin

thirty(30)days ofthedateoftheEffectiveDate;

(c) by the Buyer or Sellersit:pursuantto the Auction or othersubs_lucnt

sale,mother partyhas obtainedtherightstoacquiresome orallofthePurchasedAssets;

(d) by Buyer ifthe Closing shallnot have oocurredon or beforeAugust 5,

2005 (orsuch laterdateasmay be mutuallyagreedtoby Buyer and Sellers)unlessthefmlureof

theClosingtoo_ur is as ar_ultof abreachby Buyer,

(o) by Sellersifthe Closingshallnot have occurredon or beforeAugust 5,

2005 (orsuch laterdateasmay be mutuallyagrc_ltoby Buyer and Sellers)unlessthefai]ureof

the Closingtooccurisas aresultofabreaohby Sellers;

(f) by Buyer inthe cv_t of any materialbreachby Sellersof any of Sellers'

agrc_'ments,represen_tionsorwarrantiesoon*_i_cdbereinand the failur_of Sellerstoo_resuch

breachwithinsevendays afterr_eiptofnoticefrom Buyer requestingsuChbreachtobe cured;

(g) by Scliersinthe cyst of an),materialbreachby Buyer of any of Buyer's

agreem_ts, representations or warrantigs contained herein (including Buyer's failure to pay the

Depositpursuantto S_ction3.1(a)hereof)and the fmlureof Buyer to curesuch breachwithin

sevendaysafterr_pt ofnotioefrom Sellersrequestingsuchbreachtobe cured;

0a) by Sellersif the Bma]o'uptcyCourt determines thal approva] of th_

Agreement isnot inthebestintgrestsofSelldrs'estat_fora reasonotherthanorderingthesale

of the Purchased Assets to a party other than Buyer.

10.2 Noticeof Termination. Any pm'tydesiringtoterminatethisAgrcc_nentpursuant

to _Shall givenoticeoi"suchterminationtotheotherpartytothisAgreement.

10.3 Eff_¢_ofTermin,,tion..

(a) Exert as otberwiseset forthin thisS_ction10.3 in The eventthatthis

Agreement shallbe terminatedpursuantIothisArticleX, allfurtherobligationsof the parties

under thisAgreement (otherthan_ and ll.9)shallbe terminatedwithoutfurther

liabilityof any partytoth_other.

CH_a04412-9
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than $1.0 million as its sole and exclusive remedies against Sellers in all respects for any claim
against Sellers arising under this Agreement or otherwise, and (ii) in the event of a termination

~g' O. l . Bd)l 'dh '
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as their sole and exchsive remedy against Buyer in all respects for any claim against Buyer
arising under this Agreement or othe|wise.
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pay to Buyer thc Break-Up Fee in full and complete satisfaction of all Sellers' obligations
hereunder (exccpt for the repayzncnt of the Deposit). The payment of the Brcak-Up Fcc shall be
made by wire transfer of irmnediatcly available funds promptly (but in any event within two (2)
business days) following closing of the sale of the Purchased Assets to a Qualifying Bidder
whose bid is approved by the Bankruptcy Court.

(d) In the event of a terrrdnation pursuant to this Ar?icle X (other than~OS)i I
'

B
Deposit (together with interest thereon).

~IO. I hdl
entitled to thc Break-Up Fce. Thc payment of the Break-Up Fec shall be made by wire transfer
of immediately payable funds promptly (but in any event within two (2) business days) following
the Bankruptcy Court's entry of an order deterrnirring that approval of this Agreement is not in

thc best interests of Sellers' estates for a reason other than ordering the sale of the Purchased
Assets 1o a party other than Buyer.

ARTICLE XI
GENERAL PROVISIONS

11.1 Non-Sarvival of Re resentatioas and %arranties. All representations and

warranties herein shall terminate on the Closing Date, unless otherwise explicitly provided
herein.

11.2 Con6dential Nature of Irrformatioa. The following paragraph is subject to any
disclosure requirements under the Bankruptcy Code or imposed by the Barrkruptcy Court:

Buyer and Sellers each agree that it will treat in confidence aH documents, materials and other

information which it shall have obtained regarding thc other party durirrg the course of the

negotiations leading to the consummation of the transactions contemplated hereby (whether

obtained before or after the date of this Agreement), the investigation provided for herein and the

preparation of this Agreement and other related documents, and, in the event thc transactions

contemplated hereby shall not be consummated, at the request of the disclosing party, will return

to the other party all copies of nonpublic documents and materials which have been furnished in

connection therewith. Such non-pub1ic documents, materials aud information shall not be
commurucatcd to arry third Person (other than to Buyer's and Seller's counsel, accountants or

financial advisors, in each case subject to the recipient's agreement to keep thc same

confidential). No other party shall usc any confidential information in any manner whatsoever

24

(b) Notwithstanding Scctio_ 10,3a._, (i) in the event of a termination pursuant

to _ Buyer shall be entitled to seek specific performance or damages of not mor¢
than$I.0millionas itssoleand exclusiverg_ediesagainstSellersin allrespectsforany claim

againstSellersm-isingunder thisAgreement or otherwise,and (ii)inthe eventof a termination

pursuant to _ILI_Q._, Selhs's shall be entitled to retain th_ Deposit as liquidatscl damages
as theirsoleand exclusiveremedy againstBuyer in allrespectsforany claim againstBuyer

aft.singunder thisAgreement orotherwise.

(c) Notwithstanding_ from and afterthe _try of theBidding

ProceduresOrder, if this Agreement is terminated pursuantto Sectio_10.1_(_thenSellers shall

pay to Buyer the Brr._k-Up Fe_ in full a_d complete satisfaction of all Sellers' obligations
hereunder (except for the repayment of the D_odt). The payment of the Break-Up Fe_ shall be

mad= by wire transfer of immediately available funds promptly (but in any event within two (2)

businessdays) followingcloclngof the sale of the Purchased Assetsto a Qualif-yirlgBidder

whose bid isapproved.bytheBankruptcy Court.

(d) In the event of a tsrmL_tion purgumt to thisArticleX (otherthan

pursuant to _ Sellers _xall within two Business Days thereof return to Buyer the

Deposit (together with interest thereon).

(e) In the event of a termination'pursuant to _ Buyer shall be

entitled to the Bre_-Up Fee. The paym_t ofth_ Break-Up Fee shall be made by wire transfer

ofimmediatelypayablefundspromptly (butinany cv_t withintwo (2)businessdays)following

the BankruptcyCourt'sentryofan orderde1.en'niningthatapprovalofthisAgreement isnotin

thebestinterestsof Sellers'estatesfora reasonotherthanorderingthesalebfthe Purchased

AssetstoapartyotherthanBuyer.

ARTICLE XI

GENERAL PROVISIONS

I1.I Non-Saryival of R.epresent___ffonsand Warra_tties, All representationsand

warrantieshereinshallterminateon tho ClosingDate, unlessotherwiseexplicitlyprovided

herein.

I1.2 ConfidentialNature ofInformation, The followingparagraphissubjectto any

disclosure rextuirmnonts under the Bankruptcy Code or imposed by the Bank_tcy Court:

Buyer and Sellers each agree that it will treat in confidence ell documents, materials and o_er
informationwhich itshallhave obtainedregardingthe otherpartyduring the courseof the

negotiations leadingto the consummation of the transe_tionscontemplatedhereby (whether

obtained before or after the date of this Agreement), the investigation provided for herein and the

preparation of this Agreement and other relied documents, and, in the event the lransacfions

contemplated hereby shall not be consummated, at the request of the disclosing party, will return

totheotherpartyallcopiesofnonpublicdocuments and materialswhich have been furnishedin

connectiontherewith. Such non-publicdocuments, materialsand informationshallnot be

communicated to any thirdPerson (oth_ thanto Buyer's and Seller's_ounsel,accountantsor

financialadvisors,in each case subjectto the recipient'sagreement to keep the same

confidential).No otherpartyshall_e any confidentialinformationinany manner whatsoever
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except solely for the pmpose of evaluating the proposed purchase and sale of the Purchased
Assets; provided, however, that after the Closing, Buyer may use or disclose any confidential
information included in the Purchased Assets or otherwise reasonably related to thc Purchased
Assets and the Business. The obligation of each party to treat such documents, materials and
other information in confidence shaO not apply to any information which (i) is or becomes
available to such party from a source other than the disclosing party, (ii) is or becomes available

to the public other than as a result of disclosure by such party or its agents or (iii) is required to
be disclosed under applicablc law or judicial process, but only to the extent it must be disclosed.
Notwithstanding clause (iii) of the preceding sentence, in the event that any party is required to
disclose any con6dcntial information by applicable law, judicial process or rule of any national
securities exchange, it is agreed that the party subject to such requirement will provide thc other

party with prompt notice of such requirement and such party may seek an appropriate protective
order if it so desires,

11.3 tqotiees. Any notices, demands, requcstsce, cscots, approvais, reports or other

commmucations required or pcnnitted by this Agrccment must be (t) in writing and is deemed

given when (a) delivered personally to the recipient, (b) sent by confirmed facsimile before 5:00
p.m. Central Time on a business day with a copy of such facsimile sent to the recipient by
reputable overnight courier service (charges prepaid) on the same day, {c)6ve (5) days after

deposit in the U.S. mail, mailed by registered or certified mail, return receipt requested, postage
prepaid, or (d) one business day after being sent to the recipient by reputable overnight courier
service (charges prepaid}; and (ii) addressed to the other party at the address set forth below, or

at such other address as either party may designate Rom time to time in writing in accordance
with this Section.

If to Buyer, to:

Steve Dyde, Esq.
Head of Legal
Vanco UK Limited

John Busch House
277 London Road
Isleworth TW 75AX
United Kingdom
Facsimile: (011)44-0208-636-'l988

With a copy to'.

Salomon R. Sassoon, Esq,
Joseph T. Moldovan, Esq.
Morrison Cohen LLP
909 Third Avenue
New York, NY 10022
Facsimile: 212-735-8708

CHrt2044] sr,.tp

except solely for the purpose of evaluating the proposed purchase and sale of the Purchased

Assets; provided, howevea', thai after th¢ Closi_g,.Buycr may use or disclose any oonfiden.tial
infmmstion itmluck_l in the Purchased ARsets or otherwise reasonably related to the Purcha_l

Assem and the Busineas. The obligation of caoh party to treat such documents, materials and

other information in oanfid_ce shall not apply to any information which 0) is or becomes

available to such party from a murcc other than the disclosing party, (ii) is or becomes available

to the public oth_r than as a rcmflt of disclosure by such party or its agenm or (iii) is required

be die,closed under applicable ]aw or judicial process, but only to the extent it must be disclocock

Notwitlx_ndi.ng clause (iii) of the preceding scntenoe., in the ,vent that any party is required to

disclose any _onfidential information by appllc_]¢ law, judicial pro_o_s or role of any national

securities ex_ange, it is agreed that the party subj_t to such requirement will provide the oth_-

party with prompt notice of such requirement and such party may seek an applopriatc protective

order if it so d_iro,.

11.3 Notices. Any notices, demands, requests, consents, approvals, reports or other

communications required or permitted by this Agreement must be (i) in writing and is deemed

given wben (a) delivered personally to the recipient, (b) sent by confirmed facsimile before 5:00

p.m. Central Time on a business day with a copy of such facsimile sent to the recipient by

reputable overnight courier serrice (chargm prepaid) on the smue day, (c) five (5) days after

d_osit in the U.S. mail, mailed by registered or certified mail, return receipt requested, postage

prt_ .aid, or (d) one b_incss day after being s_t to the recipient by r_utable overnight courier

service (charges prepaid); and (ii) addressed to the other party at the address set forth below, or
at such other addr_s as either party may designate from time to time in writing in accordance

with this SectSon.

If to Buyer, to:

Steve Dyde, Esq.

Head of L, gal
Vance UK Limited

John Busch House

277 Lomlon Road

Isleworth TW 75AX

Uuited Kingdom
Fac_-imile: (011) 44-020g-636-tggs

With a copy to:

S_.lomonR. Sassoon,Esq.

JosephT.Moldovan, Esq.
MorrisonCohen LLP

909 ThirdAvenue

New York,NY 10022

Facgimile:212-735-g70S
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If to Seller, to,

Universal Access, Inc,
200 S.Wacker Drive
Suite 1200
Chicago, IL 60606
Attention: Randall Lay, Chief Executive Of5cer
Facsimile: 312-660-1290

With a copy fo:

Richard Monto, Esq.
Chief Legal Officer
200 S.W'ackcr Drive
Suite 1200
Chicago, ?L 60606
Facsimile: 312460-1290

And a copy to:

John CoHen, Esq.
Rosannc Ciambrone, Esq.
Duane Morris LLP
227 W Monroe St.

'

Chicago, IL 60606
Facsimile'. 312-499-6701

11A Successors and Assi ns. The rights and obligations of the parties under this
Agreeinent shall not be assignable by any such party hereto without the written consent of the
other parties, or order of thc Bankruptcy Court, except that Buyer may assign this Agreement to
an AfTiliate after Buyer has 'paid the Deposit to Seller.

(a) This Agrecmcnt shall bc binding upon and inure to the benefit of thc
parties hereto and their successors and permitted assigns. The successors and peiTnittcd assigns
hereunder shall include without limitation, in the case of Buyer, any permitted assignee as well
as the successors in interest to such permitted assignee (whether by merger, liquidation.

(including successive mergers or liquidations) or otherwise).

(b) Nothing m this Agreement, expressed or implied, is intended or shall bc,

construed to confer upon any Person other than the parties and successors and assigns permitted

by this Section 11.4 any right, remedy or claim under or by reason of this Agreement.

11.5 Access to Records after %csin . For a period of six years aQer thc Closing

Date, Sellers and their representatives shaH have reasonable access to all of the books and

records of the Purchased Assets transferred to Buyer hereunder to the extent that such access
may reasonably be required by Sellers in connection with matters relating to or affected by the

Q &2044 i 2.9
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Eto SeU_, to:

Universal Access, Inc.
200 S. Wacker Drive

Sm_ 1200

Chicago, _ 60606
Attention: Randall Lay, C-'hiefEx_utive Oi_¢er

Facsimile: 312-660-1290

With a copy to:

Richard Monto, Esq.

Chief I_gal Officer
200 S. Wacker Drive

Suite 1200

Chicago, IL 60606
Facsimile: 312-660-1290

And a copy to:

Jolm CoUsn,Esq.

Rosanne Ciarnbrone,Esq.

Duane MorrisLLP

,227W. Monroe St.

Chicago,IL 60606
Facsimile: 312-499-6701

11.4 Successors and Assigns. The rightsand obligationsof the partiesunder this

Ayeernent shall not be assignable by any such party hereto without the written consent of the

other parties, or order of the Bankruptcy Court, except that Buyer may assign this Agrcemmat to

an Affiliate after Buyer has paid the Deposit to Seller.

(a) This Agreement shall be binding upon and inure to th_ benefit of the

partiesheretoand theirsuccessorsand perrni_l assigns.The successorsand permittedassigns
hereundershallincludewithoutlimitation,inthe caseof Buyer,any permittedassigneeas well

as the successorsin intsrestto such permittedassigne_(whether by merger, liquidation,

(includingsuccessivemergersor liquidations)orotherwise).

(b) Nothing in this Agreement, expressed or implied, is intended or shall be

construedto conferupon any Personotherthanthepartiesand successorsand assignspermitted

by thisSection11.4any right,remedy orclaimunderorby reasonofthisAgreement.

11.5 Ace,s to Records afterClosine. For a periodof six years afterthe Closing

Date, Sellersand theirrepresentativesshallhave reasonableaccessto allof the books and

records of the Purchased Assets transferrsd to Buyer hereunder to the extent that such access

may reasonably be required by Sellers in connection with matters relating to or affected by the
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operations of the Business on or prior to the C)osing Date. Such access shall be afforded by
Buyer upon receipt of reasonable advance notice and during normal business hours. Sellers shall
bc solely rceponsiblc for any costs or expenses lectured by them pursuant to this ~Section I .d. If
Buyer shall desire to dispose of any of such books and records prior to thc expiration of such six-
ycar period, Buyer shall, prior to such disposition, give SeDers a reasonable opportunity, at
Sellers' expense, to segregate and remove such books and records as Sellers may select. In thc
event Sellers seek and receive approval from the Bankruptcy Court to abandon or destroy books
and records, SeHcrs shall advise Buyer of said order and Buyer shall be relieved of its obligations
under this Section 11,5 and may, in its sole discretion, destroy any and all books and records of
the Purchased Assets.

11.6 Eatire 4 reeme endmeats. This Agreement and the Exhibits and
Schedules referred to herein and the documents delivered pursuant hereto contain the entire
undcrstandmg of the parties hereto with regard to the subject matter contained herein or Q)crcin,
and supersede all prior agrccrncnts, understandings or letters of intent between or among any of
the parties hereto (including without Hmitation that certain Letter of Intent Sheet dated I'cbruary
11, 2005 and that certain Confidentiality and Non-Disclosure Agreement by and between Seller
and an affiliate of Buyer dated as of January 7, 2005). This Agreement shall not be amended,

modified or supplemented except by a written instrument signed by each of Buyer and Sellers, or
by order of the Bankruptcy Court.I~.A'l I d~g
convenience of reference only and are not intended to be a part of or to affect the meaning or
interpretation of this Agreement. The Schedules and Exhibits referred to herein shall be
construed with and as an integral part of this Agreement to the same extent as if they were set
forth verbatirn herein. No party shall bencQt from any ru1e construing this Agreement against
that party as drafter, and it is acknowledged that the document is jointly drafted.

I I.S Watvers. Any term or provision of this Agreement mey be waived, or Ihe time
for its performance msy be extended, by the party or parties entitled to the bcnedt thereof. Any
such waiver shall be validly and suf6ciently authorized for the purposes of this Agreement if, as
to any party, it is authorized in writing by an authorized representative of such party. The failure

of any party hereto to enforce at any time any provision of this Agreement sha1l not be construed

to bc a waiver of such provision, nor in any way to afFect the validity of this Agreement or any

part hereof or the right of any party theroaftcr to enforce each and. every such provision,

provided, however, any waiver by Sellers prior to the hearing on the motion seeking entry of thc
Sale Approval Order must be promptly disclosed in writing to the Bankruptcy Court and to
counsel for the 0$cial Committee of Unsecured Creditors in thc Chapter 11 Case and any

waiver by Sellers aAcr the hearing on the motion seeking entry of the Sale Approval Order must

be approved in writing by said Committee. No waiver of any breach of this Agrcemcnt shall be
held to constitute a waiver of any other or subsequent brcach.

'! I.p E~xnses. Each patty hereto will pay all costs and expenses incident to its

negotiation and preparation of this Agrcemcnt and to its performance and compliance with all

agreements and conditions contained herein on its part to be performed or comphed with,

including the fees, expenses and disbursements of its counsel and accountants.

CHIQ04412 9

opera,one of the Businesson or priorto the C}osmg Date. Such accessshallbc affordedby

Buyer upon receiptofre.asonableadvancenoticeand duringnonnalbusinesshours.Sellersshall

be solelyresponsibleforany costsorocponscsincurredby them pursuanttothisScot,on I1.5.If

Buyer shalldcsir_todisposeof any ofsuchbooks and recordspriortotheexpirationofsuch six-

year period,Buyer shall,priorto rash disposition,give Sellersa reasonableopportunity,at

Sellws'expense,to segregateand remove suchbooks and recordsa_ Sellersmay select.Inthe

eventSellersseekand receiveapprovalfrom theBankruptcyCourt toabandon or destroybooks

and records,SellersshalladviseBuycz of saidorderand Buyer shallbe rdievod ofitsobligations

underthisS._tionII,5and may, initsrolediscretion,destroyany and allbooks and recordsof

thePurebred Assets.

11.6 Entire Agree.ment; Amendments. This Agreement and the Exhibits and

Schedules referred to herein and the documents deliv_'ed pursuant hereto contain the entire

understauding of the parties hereto with regard to the subject rn_er coutained herein or thsrdn,

and supersede all prior agrcernents, und_-tandings or letters of intent between or among any of

the parties hereto (including without limitation that certain Letter of Intent Sheet dated Februm'y
II,2005 and thatcertainConfidentialityand Non-DisclosureAgreement by and between SelI_

and an affiliateofBuyer datedasof lanum-y7,2005). This Agreement shallnot bs amended,

modifiedor supplementedexceptby a wriUeninsmma_t signedby eachof Buyer and Sellers,or

by orderof0aeBankruptcyCourt.

11.7 _. ArticletitlesEmd headingsto sectionshereinare insertedfor

convenienceof referenoconly and m-_not intendedto be a partof or to affectthemeaning or

interpretation of this Agre_ncat The Schedul_ md Exhibits referred to herein shall be
construed with and as an integral part of rids Agr_ment to the same extent as if they were set

forthverbatimher_n. No partyshall benefitfrom any ruleconstruingthisAgreement against

that party as drsfler, and it is acknowledged that the document is jointly draRcd.

11.8 Waivers. Any term or provision of this Agreement may be waived, or the time

for its performance may be extended, by the party or parties entitled to the benefit thereof. Any
such waiver shall be validly and sufficiently authorized for the purposes of this Agreement if, as

to any party, it is authorized in writing by an authorized representative of such party. The failure

of any party hereto to _.fome at my tim_ any provision of this Agreement shall not be conslmed
to be a waiver of such provision, nor in any way to affect the validity of this Agreement or may

part hereof or the right of any party thertafter to enforce each and ev_/ such provision,

provided, however, any waiver by Sellers prior to the hearing on the motion seeking entry of the

Sale Approval Ordgr must be promptly disclosed in writing to the Bankruptcy Court and "_o
counsel for theOfficial Committee of Unsecured Creditors in the Chapter 11 Case and any

waiverby Sellersafter the hearingon themotion seekingentryoftheSaleApproval Order must

be approved inwritingby saidCommittee. No waiverof any breachofthisAgreement shallbe

heldtoconstituteawaiverofany otherorsubsequentbreach.

11.9 Expense. Each parry heretowillpay allcostsand expenses incidentto its

negotiationred--preparationof thisAgreement and to itzperformance md compliance wiliaall

agreements and conditionscontained bereinon itspart to be performed or complied with,

includingthefees,cx-pensesmad disbursementsofitscounseland accountants.
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in such manner as to be effective and valid under applicable law, but in case any one or more of
thc provisions contained herein shall, for any reason, be held to be invalid, illegal or
unenforceabie in any respect, such provision shall be ineffective to the extent, but only to the
extent, of such invalidity, illegahty or unenforceability without invalidating the remainder of
such invalid, illegal or unenforceable provision or provisions. or any other provisions hereof;
unless such a construction would be unreasonable.

11.11 Execution in Comate arts' Facsimile Delive . This Agreement may be
delivered via facsirni]e and may be executed in one or more counterparts, each of which shall be
considered an original instrument, but all of which shall be considered one and the same
agreement, and shall become binding when one or more counterparts have been signed by each
of the parties hereto and. delivered to each of Sellers and Buyer.

11.12 Further Assurances. On and after the Closing Date (i) SeHers shall deliver to
Buyer such other Mls of sale, deeds, endorsements, assignments and other good and suf5cient
instruments of conveyance and transfer, in form reasonably satisfactory to Buyer and its counsel,

as Buyer may reasonably request or as may be otherwise reasonably necessary to vest in Buyer
all the right, title and interest ofSellers in, to or under any or all of the Purchased Assets, and (ii)
Sellers shall take all steps as may be reasonably necessary to put Buyer in actual possession and
control of aII the Purchased Assets and to obtain the full beneQt thereof.

I I.I3 Governin Lair Forum. This Agreement shall be governed by and construed in

accordance with the laws (excluding the conflicts of law provisions) of the State of Illinois.

Until the Chapter 11 Case is closed or dismissed or unless a corjRrmed plan of reorganization

provides otherwise, all disputes arising under this Agreement shaQ be litigated iu the Bankruptcy

Court.

tSignature page foHoms)
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II.10 PartialInvalidiW. Wherever possible,eachprovisionh_oof shallbe int.rprctod

in such manner as to be _ffsctive and valid under applicable law, but in case any one or more of

the provisions contained herein shall, for any reason, be held to be invalid, illegal or

unenforceable in any respect, such provision shall be ineffective to the extent, but only to the

ext_nt, of such invalidity, illeg_ty or uncnforceability without invalidating the remainder of

such invalid, illegal or unenforceable provisidn or provisions.or any oth_ provisions befool,
unlesssuch a constructionwould be unreasonable.

11.11 Rxecution in Couuternarts; Facslmile Delivery. This Agreement may be

delivsre..d via facsimile and may be cx_utsd in one or more countczpm'ts, each of which shall be

considered an original instrumenL but all of which shaI1 be consid_e,d one and the same

agreem_t, and shall b_come binding when one or more count_arts have b_n signed by each

of the pro'ties h_-_o and dekivcred to each of Seli_-s and Buyer.

11.12 Further Assurances. On and afterthe ClosingDate (i)Sell_rsshalldslivm"to

Buyer such o_er bills of sale, deeds, _ndc_rsements, assignments and other good and su_cisnt
_cnts of conveyaac_ and _ansfer, in form reasonably satisfactory to Buyer and its counsel

as Buyer may reasonably request or as may be otherwise rsasonsbly necessary to vest in Buyer

all the right, tide and intores't of SeDers in, to or under any or all of the Purchased Assets, and (ii)

Sellersshalltakeallstepsasmay be reasonablynecessarytoputBuyer in actualpossessionand

controlof allthePurchasedAssetsand toobtainthefullbenefitthereof.

I 1.13 Governinz Law: Forum. This Agreement shall be governed by and construed in

acco_anc¢ with the laws (exclud/ng the c,onfl_c_s of law provisions) of th_ State of Illinois.

Untilthe Chapter 11 Case isclosedor dismissedor unlessa confirmedplan of reorganization

provides otherwise., all disputes arising under this Agr_omcnt shall be litigated in the Bankruptcy

Court.

[Signature page follows]
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IN WITNESS WHEREOF, the parhes hereto have caused this Agreement to be
executed the day and year Brat above written.

VAN CO DIRECT USA, LLC

By;
Name:
Its:

UNIVERSAL ACCESS GLOBAL HOLDINGS INC. ,
DEBTOR-IN-POSSESSION

By:
Name:
Its:

UMVI&.RSAL ACCESS, INC
DEBTOR-IN-POSSESSION

By:
Name:
Its:

UNIVERSAL ACCESS OF VIRGINIA, INC. ,
DEBTOR-IN-POSSESSION

By'.

Name:
Its:

TRI-gUAD ENTKRPMSES, INC„
DEBTOR-IN-POSSESSION

By:
Name:
Its:

M) c

CHf&204412.9
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IN WITNESS WHEREOF, the partiesheretohave c_us_l this Agreementto bo
cxccutvdthedayandyearfirst above writtzn.

VANCO DIRECT USA., LLC

IS: _ "

UNIVERSAL ACCESS GLOBAL HOLDINGS INC.,

DEBTOR-IN-POSSESSION

Its: ,_ _ /

UNIVERSAL ACCESS, INC.,

DEBTOR-IN-POSSESSION

UNIVERSAL ACCESS OF VIRGINIA, INC.,

DEBTOR-IN-POSSESSION

TRI-QUAD ENTERPRISES, INC.,
DEBTOR-IN-POSSESSION

CHI_04412.9
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UNHARSH ACCESS COM1YKJNTCATIONS INC„
DEBTOR-IN-POSSESSION

By:
Name. '

Its:

CHR204412. 9

UNIVERSAL ACCESS COMMUNICATIONS INC.,

DEBTOR-IN-POSSESSION

Nam,: . _ " Z

I_: c_-o. • /

CH/_.04-412.9
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EXHIBIT B

BANKRUPTCY COURT ORDER

EXHIBIT B

BANKRUPTCY COURT ORDER

9



UNTIXD STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION

UNIVERSAL ACCESS GLOBAL
HOLDINGS INC. et al.,

Debtors.

) Case No. 04'-B-28747

) Jointly Administered

) Chapter 1 1

) Honorable Jack B.Schmetterer

)
)
)

ORDER PURSUANT TO SECTIONS 105, 363 AND 365 OF THE BANKRUPTCY CODE
AND RUI,ES 2002, 6004, 6006 AND 9014 OF THE FEDERAL RULES OF

BANKRUPTCY PROCEDURE, APPROVING
(i) THK SALE OF MBTORS' ASSETS, HKE AND CLEAR OF LIENS, CLAIMS,

ENCUMBRANCES AND INTERESTS, AND {ii)THE ASSUMPTION AND
ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS AND UNEXPIRED

LEASES TO THE SUCCESSFUL BIDDER FOR THE ASSETS

Vpon the motion, dated March 25, 2005 (the "Motion"), of the above- captionmi

debtors and debtors-in-possession, pursuant to sections 105, 363 and 365 of title 11 of the United

States Code (the "Bankruptcy Code") and rules 2002, 6004, 6006 and 9014 of the Federal Rules

of Bankruptcy Procedure (the "Bankruptcy Rules" ) for approval of (i) the sale of substantially all

of thc assets (collectively, the "Assets'") of Universal Access Global Holdings Inc. , Universal

Access, Inc. , Universal Access ofVirginia, Inc. , Tri-Quad Enterprises, Inc. and Umvcrsal Access

Communications lnc. (collectively, the "Debtors" ) to Vanco Direct USA, LLC, ("Vanco") under

thc terms of the Asset Purchase Agreement, dated March 24, 2005 (as it may have been modified

in the Auction (the "Stalking Horse Agreement" )between the Debtors and Vauco, or,

alternatively, to the successful bidder for the Assets, free and clear of liens, claims,

encumbrances and interests, (ii) the institution of bidding procedures (the "Bidding Procedures" ),

including a break-up fee (the "Break-Up Fee"), and (iii) the assumption, sale and assigumeut of

certain executory contracts and unexpired leases (thc "Assigned Agreements" ) to Vanco or,

CKQ09 I 17'

Into:

UNIVERSAL ACCESS GLOBAL

HOLDINGS INC. e t el.,

Debtors.

UNITED STATES BANKRUPTCY COURT

FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION

) Case No. 04_B-28747

) JointlyAdministered

) Chapter11

) HonorS. Is ffack B. Schmc_tvr_

)
)
)
)

ORDER PURSUANT TO SECTIONS 105, 363 AND 365 OF THE BANKRUPTCY CODE

AND RULES 2002, 6004, 6006 AND 9014 OF THE FEDERAL RULES OF
BANKRUPTCY PROCEDURE, APPROVING

(i) THE SALE OF DEBTORS' ASSETS, FREE AND CLEAR OF LIENS, CLALMS,
ENTRANCES AND INTERESTS, AND (i0 THE ASSUMPTION AND

ASSIGNMENT OF CERTAIN EXECIfrORY CONTRACTS AND UNEXPIRED

I._RASES TO THE SUCCESSFUL BIDDER FOR THE ASSETS

Upon the motion, dated Mamh 25, 2005 (the "'Motion"), of the above-- captioned

debtors and dsbtors-in-posssssiou, pm'mant to sections 105, 363 and 365 oftitie 11 of the United

StatesCode (thv'_Bank_ptcyCode") and rules2002,6004,6006 and 9014 oftheFederalRules

of BankruptcyProcedure(the"BankraptcyR.les")forzpprovslof(i)thesaleof substantiallyall

oftheassets (collectively,the"Assets")ofUniversalAccess GlobalHoldings Inc., Universal

Access,Inc.,UniversalAccess ofVirginia,Inc.,Tri-QuadEnterprises,Inc.and UniversalAccess

Communications Inc.(collectively,the"Debtors")toVance DirectUSA, LLC, ("Vance")under

thetermsoftheAssetPurchaseAgreemenL datedMarch 24,2005 (asitmay have beenmodified

intheAuction(the"StalkingHorse Agreement")between theDebtors and Vane,o,or,

akematively,tothesu_essfulbidderfortheAssets,freeand clearof liens,claims,

encumbrancesand interests,(ii)theinstitutionofbiddingprocedures(the"BiddingProcedures"),

includinga break-upfee(the"Break-Up Fee"),and (iii)theassumption,saleand assignn_entof

certainexecutorycontractsand unexpiredleases(the"AssignedAgrecrnents")toVance or,

CHT_09117.5



alternatively, to the successful bidder for the Assets; and the Court having entered an order on

April 15, 2005 (tbe "Bidding Procedures Order" ) approving, among other things, the Bidding

Procedures' and the Break-Up Fee in respect to the sale of the Assets and notices thereof; and the

Debtors having determined, in accordance with the provisions of the Bidding Precedures Order,

that (a) Vanco Direct USA, LLC ("Buyer" ) is a QuaH5ed Bidder, and (b) Buyer submitted the

highest or otherwise best Bid for the Assets at the Auction pursuant to the terms of an Asset

Purchase Agreement, dated March 24, 2005 aud amended and re-executed May ]7, 2005„

between the Debtors snd Buyer (thc "Sale Agreemen+ (the Sale Agreement is attached hereto

as Exhibit A); and a hearing having been held on May 17, 2005 (the "Hearing" ) to consider

approval of the sale of the Assets to Buyer pursuant to the terms and conditions of the Sale

Agreement; and it appearing that notice of the Motion, the Auction and the hearing on the sale of

the Assets was good and sufRiertt under the circumstances and ut accordance with the Bidding

Procedures Order and that no other or further notice need be given; and the Court having

reviewed the Motion and all objections thereto, if any, snd having heard the statements and

evidence in support of the relief' requested therein at the Hearing; and it appearing that entry of

this order is in the best interests of' the Debtors, their estates, and all parties iri interest; and upon

the Motion and the record of the Hearing and aH other proceedings had before the Court; and

after due deliberation and good. cause appearing therefor,

IT IS HKRKa Y FOuND AND DETENCINKD THAT:2

' Capitalized tertns used but not dc6ned herein have tbc ineanmgs ascribed to such terms in the Asset Purchase
Agreerrent, tbc Sale Agreement (as defined herein), the Bidding Procedures or the Motion, as applicable.

Findings of fact shall be cons~ as conclnsions of lsw aud conclusions of law shall be coustrned as findings of
fact when appropriate. ~S Fcd. R. Bazaar. P. 7052.

aJternadvely, to the successful bidder for the Assets; and the Court having entered an o_er on

April 15, 2005 (the "Bidding Proce_lurcs Order") approving, among other things, th0 Bidding

procedures t and the Break-Up Fcc in rcspcx_, to the sale of the Assets and notices thiner; and the

Debtors having determined, in accordan_ with the provisions of the Bidding Proc, dures Order,

that (a) Vm'_o Direct USA, LLC ("Buyer _) is a Qualified Bidder, and (b) Buyer submitt_ the

high_t orotherwisebestBid fortheAssetsattheAuctionpursuanttothetcaxnsofan Asset

PurchaseAgreement, datedMarch 24,2005 and amended and re-_xccutoclMay 17,2005,

between thaDebtorsand Buyer (the"SaleAgreement")(theSaleAg_cmont isattachedh_'_to

asExh_it A); and ahearinghavingbeen heldon May 17,2005 (the"Hearing")toconsider

approvalofthesaleoftheAssetstoBuyer pursuanttothetrams and conditionsoftheSale

Agreement; and itappearingthatnoticeoftheMotion,theAuctionand thehearingon thesaleof

theAssetswas good and su_f_ont underthecircurnstan_sand inaccordancewithfl_cBidding

ProceduresOrder and thatno otherorfin'thernoticeneedbe given;and theCourthaving

reviewedtheMotion and allobj_tionsthereto,ifany,and havinghoardthestatementsand

evidence in support of the relief re.quested thcr_n at the Hearing; and it appearing that c'ntry of

this order is in (be best interests of the Debtors, their estates, and all parties in interest; and upon

the Motion and the record of'the Hearing and all other proceedings had before the Court; and

aider due deliberation and good cause appearing therefor,

IT IS I_REBY FOUND AND DETERMINED TI:IAT: 2

i Capitalizedimamo._dbutnotdcfmodbm-cinhavefix:meaningsasorib_dtoPatht_rmsintheAssc_tPurchase
A_nt, t_ SaleAgrex-tmm(as_f.m¢<lherein),theBiddingPro_-&n'csortheMotion,asapplic.abl¢.

Findings offa_ shill b* construedas conclusions of law and conclusions of law shall be cotmnt_ as findings of
fact when appropriate.S_ Fed. P..Bm_cr.P. 7052.
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A. The Court has jurisdiction to consider thc Motion and the relief requested

therein pursuant to 28 U.S.C. f$ 1S7 and 1334. This is a core proceeding pursuant to 28 U.S.C,

$ 157(b)(2},and venue is proper before ttus Court pursuant to 28 U.S.C. f$ 1408 and 1499. The

Court has in rem jurisdiction over the sale of the Assets.

B. A prompt closing of the transactions contemplated by the Sale Agreement

is in the beet interests of thc Debtors and their estates. Thc terms of the Sale Agreement are thc

best terms that have been offered for sale of the Assets.

C. Upon the execution, delivery and Closing of the Sale Agreement, the

assets to bc sold and thc interests to be assigned by thc Debtors to Buyer will have been acquired

by Buyer in good faith and as the result of arm's length negotiations withm the scope and

meaning of Section 363(m) of the Bankruptcy Code. Buyer is a good faith purchaser under

section 363(m) of the Bankruptcy Code and, as such, is entitled to all of the protections afforded

thereby.

D. Reasonable notice of the Motion and a reasonable opportunity to object or

bc heard with respect to the Motion as it pcrtaIns to the sale of the Assets, and the assumption,

sale and assignment of thc Assigned Agreemcnts, has been aQordcd to all interested persons and

entities entitled thereto, as sct forth in the Motion and Bidding Procedures Order, and cornports

with the requirements of duc process. Notice. to parties to thc Assigned Agreements provided in

accordance with the Bidding Procedures Order is adequate and reasonab]e under the

circumstances, and comports with the requirements of due process, as well as the requirements of

section 102 of the Bankruptcy Code and Federal Rule ofBanknrptcy Procedure 2002.

E, Notice, as spcciGed in the preceding paragraph and as evidenced by the

af5davits of service filed with the Bankruptcy Court was provided in the form and manner

specifiod in the Motion and required by the Bidding Procedures Order, and such notice is

t

A. The Courthasju.dsdictiontoconsidertheMotion and illsreliefrequested

thereinpursuantto28 U.S.C.§§ 157 and 1334. Thisisacoreproceedingpursuantto28 U.S.C.

§ 157(bX2),end venue isproperbeforethisCourtpursuantto28 U.S.C.§§ 1408 and 1409. The

Courthas inrcm jurisdictionoverthesaleof the Assets.

B. A prompt closingofthetrans_tiom contemplatedby theSaleAgreement

is in the best interests of the Debtors and their estates. The terms ofthv Sale Agrvvmmt are the

best terms that have been offered for sale of the Assets.

C. Upon the execution, delivery and Closing of the Sale Agreement, the

assets to be sold and the interests to bc assigned by the Debtors to Buyer wi.ll have been acquired

by Buyer i_ good faith and as the rcgult of arm's length negotiations within the scope and

meauing of Section 353(m) of the Bankruptcy Code. Buyer is a good faith purchaser under

section 363(m) of the Bankruptcy Code avd, as such, is entitled to all of the protections afforded

thereby.

D. ReasonablenoticeoftheMotion and areasonableopportunitytoobjector

be heardwith respecttotheMotion asitpertainstothesaleoftheAssets,and theassumption,

saleand assignmentoftheAssignedAgreements,hasbccn affordedtoallinterestedpersonsand

entities entitled thereto, as set forth in the Motion and Bidding Procedures Order, and comports

withtherequirementsofdue process.Noti_.topartiestotheAssigned Agreements proridcclin

scr,ordancewitht.heBiddingProceduresOrderisadequateand r_asonab]eunder the

circumstances,and comports withtherecjuirem_nts ofdue process,aswallastherequirementsof

soc.,tion102 oftheBankruptcyCode and FederalRule ofBankruptcy Procedure2002.

E. Noti_v, as sp_ified in the preceding paragraph and as evidenced by the

affidavits of service filed with the Bankruptcy Court was provided in the form and mavncr

sp_ificdintheMotion and requiredby the BiddingProceduresOrder,and suchnoticeis

3
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reasonable and ~uate under the circumstances and comports with the requirements of due

process as well as section 102 of the Bankruptcy Code and Federal Rule ofBankruptcy

Procedure 2002.

F. No consents or approvals are required for the Debtors to consummate the

sale of the Assets other than the consent snd approval of this Court and the consents set forth in

the Sale Agreement Born Governnental Bodies. Neither the execution ofthe Sale Agreement

nor the consurnrnation of the sale of the Assets in accordance with its terms will constitute a

violation of any provision of the organizational documents of the Debtors or any othet

instrument, law, regulation or ordinance by which the Debtors, their respective assets and the

Assets are bound.

G. The Bidding Procedures have been complied. with in all material respects

by the Debtors and their representatives, and Buyer.

H, Upon entry of this Sale Order, the Debtors shall have full corporate power

and authority to consummate the sale contemplated by the Sale Agreement.

I. This Sale Order and the consummation of the Sale Agreement arc

supported by the Debtors' sound business judgment, and will serve the best interests of the

Debtors and. their estates, creditors and stakeholders by maximizing the value to be obtained

from tiie Assets.

J. Zxe Sale Agreement was negotiated, proposed and entered into by the

Debtors and Buyer in good faith and through arm' s-length negotiations. Buyer is not an

"insider" of the Debtors, as that term is deRned in section 101 of the Bankruptcy Code. Buyer

has not engaged in any conduN that would cause or permit the Sale Agreement to bc avoided

under section 363{n)of the Bankruptcy Code.

r_sonable and adequate und_ the circumstances aud comports with the r_uir_uents ofdu_

pro_ess as well as section 102 of the Bankruptcy Code and Federal Rale of Ban_up_y

Procedure 2002.
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nor theconsummation ofthesaleoftheAssetsinaccordancewithitstermswillconstitutea

violationofany provisionoftheorganizationaldocuments oftheDebtorsor any other

instrument, law, regulation or ordinance by which the Debtors, thdr respective asset_ and the
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by the Debtors and theirrepresentatives,and Buyer.

H. Upon _try of this Sale Order, the Debtors shallhave full corporatepower

and authority to consummate the sale contemplated by the Sale Agreem_t.

I. ThisSaleOrder and theconsummation oftheSaleAgreement are

supported by the Debtors' sound business judgment, and will serve the best interests of the

Debtors and their estates, creditors and stakeholders by maximizing the value to be obt_ued

from the Assets.

J. The Sale Agreement was negotiated, proposed and entered into by the

Debtors and Buyer in good faith and through arm's-length negotiations. Buyer is'not an

"insider" of the Debtors, as that team is defined in section 101 of the Bankruptcy Code. Buyer

has not engaged in any conduct that would _ause or permit the Sale Agreement to be avoided

under section 363(n) of the Bankruptcy Code.
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K, The consideration to be provided by Buyer pursuant to the Sale

Agrccment: {i)is fiur and reasonable; (ii) is thc highest and otherwise best offer for the Assets;

(iii) constitutes reasonably equivalent value and fair consideration under the Bankrt~tcy Code

and thc Uniform Fraudulent Conveyance Act, Unifonu Fraudulent Transfer Act or any similar

laws of any state whose law is applicable to the Sale Agreement; and (iv) is value being

transferred by Buyer to the Debtors in good faith.

L. The approval of the Sale Agrecmcnt is fair and reasonable.

M. The Sale Agreement was not entered into and. the Closing thereunder will

not occur for the purpose of hindering, delaying or defrauding creditors und. er the Bankruptcy

Code or under the laws of the United States, any state, territory, possession, or the District of

Columbia

N. The consummation of thc Sale pursuant to the Sale Agreement wiQ be a

legal, valid, and effective sale of the Assets to Buyer, and vests or will vest Buyer with all right,

title, privilege snd interest in and to the Assets fiee ard clear of all Encumbrances, excepting

only Assumed Liabilities (as dcfiaed in the Sale Agreement) in accordance with section 363 of

the Bankruptcy Code because one or more of the standards set forth in sections 363(fKl)-(5) of

the Bankruptcy Code have been satisfied. All parties with valid Encumbrances (other than

Assumed Liabilities) against the Assets, if any, who did not object to thc Motion and the relief

requested therein, or who withdrew their objections to the Motion, are deemed to have consented

pursuant to section 363(f)(2) of the B~tcy Code and are enjoined from taking any action,

including, without lnnitation, the assertion or exercise of auy aHegcd right of set-off or

recoupment against Buyer, to recover any claim which such person or entity has solely against

the Debtors. Failure to sell thc Assets fiee and clear of Encumbrances (othcr than Assumed

K. The consideration to b¢ provided by Buyer pursuant to the Sale

Agreement: (i) is fair md reamnabl¢; (i_ is the high_st and otherwise best offer for the As_ts;

(iii)constitutesreasonablyequivalentvalueand fairconsiderationundertheBankruptcyCode

and theUniform FrandulentConveyance Act,Uniform FraudulentTransferAct orany similar

laws ofany statewhos_ law isapplicabletotheSaleAgreement; mad (iv)isvaluebeing

transferredby Buyer totheDebtorsingood faith.

L. The approval of the Sale Agreement is fair and reasonable.

M. The SaleAgrccanentwas not enteredintoand theClosingthereunderwill

notoccurforthepurposeofhindering,delayingor defraudingcreditorsunder theBankruptcy

Code or under the laws of the United States, any state, territory, possession, or the District of

Columbia.

N. The consummation oftheSalepursuanttotheSaleAgrocmmt willbe a

legal, valid, and effective sale of the Assets to Buyer, and vests or will vest Buyer with all right,

title, privilegeand interest in and to the Assetsflee amd clearof allEncumbrances, exoepfing

onlyAssumed Lizbilities(asdefinedintheSaleAgrecmmlt) inaccordancewith section363 of

theBankruptcy Code becauseone ormore ofthestandardssetforthinsections363(0(I)-(S)of

theBankruptcy Code havebeen satisfiexLAllparti_withvalidEncumbrances (otherthan

Assumed Liabilities)againsttheAssets,ifany,who didnotobjecttotheMotion and therelief

requestedtherein,orwho withdrewtheirobjectionstotheMotion,am deemed tohave consented

pursuant to section 363(I")(2) of the Bmkruptcy Code and are enjoined from taking any action,

including,withoutlimitation,the¢ssertionorexerciseofany allegedrightof set-offor

recoupment againstBuyer,torecoverany claimwhich suchpersonorentityhas solelyagainst

theDebtors. FailuretoselltheAssetsfzeoand clearofEncumbrmc.s (otherthanAssumed
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Liabilities) would be substantially less beneficia to, and would advcrscly affect, the estates of

the Debtors.

O. The Sale Agreemcnt and all other agreements and documents related

thereto and contemplated thereby (collectively, the Disposition Documents" ) (upon the

execution of each) are valid and binding contracts between the Debtors and Buyer, and upon

entry of this Order snd the execution and delivery thereof by the Debtors, are cnforceablc

according to their terms.

P. The Debtors intend to file a plan of reorganization which will provide for

the distribution of the proceeds of the Sale to creditors of the Debtors in accordance with the

Banknytcy Code.

Q. The Assigned Agreemcnts are executory contracts, unexpired leases or

assignab] e non-executory contracts.

R. The amounts set forth on attached Exhibit B are deemed and determined to

be the sole amounts necessary to "cure" (within the meaning of section 365(b)(l) of the

Bankrupt. cy Code) all "defaults" and "actual pecuniary losses" (within the meaning of section

365(b) of the Bankruptcy Code) {the "Cure Amounts" ), except to the extent that sri objection by

a non-debtor party to an Assigned Agrecmcnt has been filcd timely with the Bankruptcy Court

and served in accordance with the Bidding Procedures Order and has not been resolved by the

Debtors and the non-debtor objecting party, as is noted on Exhibit B.

S. Buyer has demonstrated adequate assurance of its future performance

under the Assigned Agreements.

NOW THEREFORE, IT 1S HEREBY ORDERED, AD JUDGED, AND

DECREED THAT:

#
°

v
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Bankruptcy Code) all"defaults"and "actualpecuniarylosses"(withinthemeaning ofsection
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anon-debtorpartytoan AssignedAgreement has been filedtimelywiththeBankruptcyCourt
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l. The Motion is granted and approved in all respects (other than with

respect to matters already addressed by the Bidding Procedures Order).

2. All objections, if any, to the entry of this Sale Order are overru]ed, to the

extent not otherwise withdrawn, addressed herein or resolved as set forth on the record of the

Hearing.

SALE OF THE ASSETS

3, Pursuant to sections 105, 363 and 365 of the Bankruptcy Code, the sale,

transfer, conveyance and assignment of the Assets, including the assumption, sale and

assignment of the Assigned Agreements by the Debtors and. Buyer, pursuant to the Sale

Agreement and the Disposition Documents (the "Sale") is approved, and the Debtors are

authorized to execute any and all documents, instruments and papers and to take all actions

necessary and appropriate to effectuate, imp]emcnt and consummate the transactions

contemplated by the Sale Agreement and the Disposition Documents in consideration of the

purchase price specified therein, including assigning and transferring to Buyer all of their rights,

litle, privileges and interests (including common law rights) of the Assets, and in and to all of the

intangible property of the Debtors included among the Assets, except as otherwise explicitly

provided by the Sale AgreeJnent Without timiting the foregoing, the Debtors are authorized to

close, transition and consummate the Sale and, Sa1e Agreement and the Disposition Documents,

which agreements and documents hereby are authorized and approved in all respects.

4. The transfer of the Assets by the Debtors to Buyer is legal, valid and

effective and shall vest Buyer with all rights, title, privileges and interests of the Debtors in and

to the Assets pursuant to section 363(f) of the Bankruptcy Code, Bee and clear of any and all

Encumbrances {other than Assumed Liabilities), whether known or unknown, including any such

Encumbrances of any of the Debtors' customers, creditors, vendors, suppliers, employees,

k

I. The Motion isgrantedand approvedinallrespects(oth=rthanwith

respecttomalle,rsalreadyaddressedby theBiddingProceduresOrder).

2. All objections,ffany,totheretryofthisSaleOrder areeye.tied,tothe

extent not otherwise withdrawn, addressed hcrcdn or resolved as set forth on the record of the

Heating,

SALE oF TnT ASSETS

3. Pursuant to sections 105, 363 and 365 of the Bankruptcy Code, the sale,

transfer, conveyance and assignm_t of the Assc_s. including the assumption, sale and

assignment ofth_ Assigned Agreements by the Debtors and Buyer, pursuant to the Sals

Agrvcmcnl and the Disposition Documents (the "Sale") is approv_l, and the Debtors are

authorized to e,xecutc any and all documents, insmancnts and pal_rs and to take all actions

noocssaryand appropriztvtoeffectuate,implement and consummate thetransactions

contemplatedby theSaleAgreement and theDispositionDocuments inconsiderationofthe

purchasepricespecifiedtherein,includingassigningand transfsn'ingtoBuyer allofthsirrights,

title,privilegesand interests(includingcommon law fights)oftheAssets,and inand toallofthe

intangiblepropertyoftheDebtorsincludedamong theAsscls,exemptas otherwiseexplicitly

provided by the SalsAgreement. Without limiting the foregoing, the Debtors arc authorized to

close,transitionand consummate theSale and SaleAgreement and the DispositionDocuments,

which agreementsand documents h_-_by_ authorizedand approvedinallrespects.

4. The transferoftheAssetsby theD_btorstoBuyer islegal,v_lidand

effootive and shall vest Buyer with all rights, title, privileges and interests of the Debfors in and

totheAssetspursuanttosc_tion363(0 oftheBankruptcyCode, frecand clearof any and all

Encumbrances (otherthanAssumM Liabilities),whetherknown orunknown, includingany suoh

Encm-nbrancesofany ofthe Debtors'customers,crcdJto_,vendors,suppliers,_raployees,
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lessors or any other third party. Any and aH such Encumbrances shall attach to the net proceeds

of the Sale, with the same priority, validity, force and cQcct as they now have against the Assets

and subject to any rights, claims or defenses of the Debtors with respect thereto.

ASSVMPTION AND A.SSIG1'69~'.NT OF ASSIGNEES AGREEMENTS

5. The Debtors are hereby authorized and directed, subject to the terms of the

Sale Agreement, to (a) assume and assign to Buyer the Assigned Agreements set Forth on Exhibit

8 pursuant to the provisions of sections 105, 363 and 365 of the Bankruptcy Code, free and clear

of Encumbrances (other than the Assumed Liabilities}; and (b) execute and deliver to Buyer such

documents or other instruments as may be reasonably necessary to assign and transfer such

Assigned Agreements to Buyer.

6. Any party having the right to consent to the assumption, sale or

assignment of the Assigned Agreements that failed to object to such assumption, sale or

assignment is deemed to have consented to such assumption, sale and assignment as required by

sections 363 and 365 of the Bankruptcy Code.

7. Subject to the procedures sct forth in paragraphs 8, 9 and 10 below, all

Cure Amounts set forth on Exhibit B are the true, correct, linal and axed amounts, and the only

amounts, that are required to be paid upon assumption and assignment of the Assigned

Agreements pursuant to section 365(b) of the Bankruptcy Code. The Debtors have agreed to pay

all undisputed, valid charges for post-petition services actually received Rom the date hereof

through Closing under the Assigned Agreements. Except pursuant to the procedures set forth in

paragraphs 8 and 9 below, the Cure Amounts shall not be subject to further dispute or audit,

including any based on performance prior to the time of assumption, assignment and sale,

irrespective of whether such Assigned Contract contains an audit clause.

]msorsor any otherthirdparty.Any and allsuchEncumbrances shallatt_h tothenetproceeds

oftheSale,withthesame priority,validity,forc_and effectastheynow have againsttheAssets

and subjc_ to any rights, claims or defenses of the Dobtors with resp_t thereto.

ASSUMPTION AND ASSIGNMENT OF ASSIGNED AGREEMENTS

5. The Debtors are hereby authorized end directed, subject to the terms of the

SaleAgreement,to(a)assurerand assigntoBuyer theAssignedAgreements setforthon Exhibit

B purmmnt totheprovisionsofsections105,363 and 365 oftheBankruptcyCode, fleeand clear

ofEncumbrances (otherthanIbeAssumed Liabilities);and (b)executeand delivertoBuyer such

documents oro_ instrumentsasmay be reasonablynecessarytoassignand transfersuch

Assigned A_nts toBuyer.

6. Any party having the right to consent to the assumption, sale or

assignment of the Ag_igned Agreements that failed to object to such assumption, sale or

assignment is deemed to have consented to such assurapfion, sale and assignment as required by

sections 363 and 365 of the Bankruptcy Code.

7. Subject to the procedures set forth in paragraphs 8, 9 and 10 below, all

Cure Amounts set forth on Exhibit B are the true, correzt,/"anal and fix_ amounts, and the only

amounts, that are r_uired to be paid upon assumption and assignment of the Assigned

Agreements pursuant to section 36503) of the Bankruptcy Code. The Debtors have agreed to pay

all undisputed, valid oharges for post-petition services actually received from the date hereof

through Closing under the Assigned Agreements. Except pursuant to the procedures sa forth in

paragraphs g m3d 9 below, the Cure Amours shall not be subject to further dispute or audit,

including any based on performance prior to the time of assumption, assignment and sale,

irrespective of whether such Assigned Contract contains an audit clause.

CJ-IDJfJ9117.5



8. Within ten business days of Closing, the Debtors shall (a) pay all

undisputed Cure Amounts shown on Exhibit B to the appropriate non-debtor party and (b)

reserve in a segregated account suf8cient hmds to pay in full any disputed cure amount that was

asserted by a non-debtor party to an Assigned Agreement in a timely objection to the Motion and

not resolved by the Debtors and the non-debtor objecting party as shown on Exhibit B (the

"Disputed Cure Amounts" ). A reserve of $1,274,411.40 shall constitute adequate assurance of

prompt cure of the Disputed Cure Amounts. The Debtors may, in their discretion, pay the

undisputed portion (as shown on Exhibit 8) of any Disputed Cure Amount, in which case the

reserve of $1,274,411.40 shall be reduced by the amount paid. Any Disputed Cure Amount may

be resolved and paid (x}without further order of thc Court upon the fling of a written stipulation

between the Debtors, the non-debtor party and the OAicial Committee ofUnsecured Creditors

appointed in Sese cases {the "Committee"} or (y) pursuant to an order of this Court, in which

case the amount held in the reserve shall be reduced accordingly.

9, If the Debtors have been unable to resolve any Disputed Cure Amounts, a

status conference will be held on July 22, 2005 at 11:00ann. , regarding such unresolved

Disputed Cure Amounts. On or before July 19, 2005, the Debtor shall file a status rcport with a

sununary ofDisputed Cure Amounts, and serve said report on counsel for non-debtor parties

asserting such claims and the Committee.

10. Adequate assurance of future performance has been demonstrated by or on

behalf of Buyer with respect to the Assigned Agreements. Vanco PLC (the "Guarantor" ) has

agreed, with eQ'ect f'mm and conditional upon closing, to guaranty to each Non-Debtor

Counterpsrty to an Assigned Agreement the Ml and complete performance of the payment

obbgations of Buyer, as and when due, under such Assigned. Contract on the fol]owing terms

(the "Guaranty" ): (a) the Guarantor's total obligation under the Gu~ provided shall not in

8. Within ten business days of Closin_ the Debtors shall (a) pay all

undisputedCure Amounts shown on ExhibitB totheappropriatenon-debtorparryand Co)

reserveina segregatedaccountsufficientfundstopay infulJany disputedcure amount thatwas

asserted by a non-debt_" party to an Assigned Agreement in a timely objection to the Motion and

notresolvedbY theDebtorsand thenon-debtorobjectingpartyasshown on Exh_it B (the

"DisputedCm'¢ Amounts"). A reserveof$I,274,411.40shallconstituteadequateassuranceof

prompt cureoftheDisputedCurs Amounts. The Debtorsmay, intheirdiscretion,pay the

undisputedportion(asshown on ExhibitB) ofany DisputedCure Amount, inwhich casethe

reserveof $I,274,411.40shallbe reducedby lheamount paid.Any DisputedCure Amount may

be resolvedand paid(x)withoutfurtherorderoftheCourtupon thefilingera writtenstipulation

betwed.nlheDebtors,thenon-debtorpartyand theOfficialCommitt_ ofUnsecured Creditors

appointed in these cases (the "Committee") or (y) pursuant to an order of this Court, in which

case the amount held in the reserve shall be reduced ar.cordingly.

9. IftheDebtorshave been unabletoresolveany DisputedCure Amounts, a

statusconferencewillbe heldon July22.2005 atI1:00a.m.,regardingsuch unresolved

DisputedCure Amounts. On orbeforeJuly19,2005,theDebtorshallfilea statusreportwitha

summary ofD]sput_ Cure Amounts, and servesaidreport on counselfornon-debtorparties

assertingsuch claimsand theCommittee.
3

l0. Adequate assuranceoffutureperformancehas been demonstratedby oron

behalfofBuyer withrespecttotheAssignedAgreements. Vance PLC (the"Guarantor")has

agreed,witheffectfzom and conditionalupon closing,toguarantytoeachNon-Debtor

Counterpartytoan Assigned Agreement the fulland completeperformanceofthepayment

obligationsofBuyer,asand when due,under suchAssignedContracton the folJowingterms

(the"Guaranty"):(a)theGuarantor'stotalobligationunder theGuarantyprodded shallhotin
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any event exceed $5.0 million in the aggregate; and (b) the Guaranty wiH expire as to each

Assigned Contract upon the earlier of (i) thc expiration of the current terra of the Assigned

Agreement; (ii) the applicable minimum service tean for each circuit provided under an

Assigned Agreement; and (iii) january 31,2006.

11. There shall be no rent accelerations, assignment fees, increases or auy

other fees charged to, or rights of set-off or recoupment asserted or exercised against, Buyer as a

result of thc assumption, sa1e or assignment by the Debtors to Buyer of thc Assigned

Agreements, and the validity of such assumption, sale or assignment shall not be affected by any

dispute, defense, claim, right of set-off or recoupment, right of first refusal or offer or otherwise,

between the Debtors and any Non-Debtor Counterparty to any Assigned Agreement; provided,

however, that nothing in this paragraph shall affcct the rights of any Non-Debtor Countcrparty to

exercise its rights against Buyer under the Assigned Agreeinents or applicable law on account of

any dispute, defense, claim, right, of set-off or recoupment, right of first refusal or o5er or

otherwise arising and relating solely to events that occur subsequent to the assumption and

assignment hereunder, The Assigned Agreements, upon assignment and sale to Buyer, shall be

deemed valid and bindmg, enforceable against the parties thereto, without breach or default by

Buyer and in full force and effect in accordance with their terms,

12. Thc Debtors shall have. no liability under the Assigned Agrccmeuts

pursuant to section 365(k) of the Bankruptcy Code for any obligation arising aker the date of

assignmcnt.

ASSUMED LIABILITIES

13. Buyer has not acquired and will not acquire or assume or be deemed to

have acquired or assumed any obligations or liabilities of the Debtors, other than the Assumed

Liabilities.

10
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]4, Except as othcnvLe provided in the Sale Agreement, with respect to all

parties having notice of this sale, Buyer is not a successor in interest to the Debtors or their

estates or the business ofDebtors.

15. Buyer, as the successful bidder for Debtors' Asseta, shaH be responsible

for and timely pay all universal service fund contribution obligations ("USF Obligations" )

relating to telecommunications services provided by Buyer post-Closing Date, including, without

limitation, any and all USP Obligations resulting from the true-up of telecommunications

reporting worksheets ("%orksheets") submitted thereafter by Buyer relating to such

telecommunications services provided post-Closing Date. Similarly, Debtors shall be

responsible for and time1y pay, to the extent permitted by 5e Bankruptcy Code, aH undisputed

USE Obligations relating to telecommunications services provided by Debtors pre-Closing Date,

including, without limitation, any and. all USF Obligations resulting from the true-up of

Worksbeets submitted by the Debtors or by Buyer relating to such telecommunications services

provided. pre-Closing Date. Both Debtors and Buyer shall timely comply with aH reporting

obligations required by thc FCC and applicable federal regu. latians relating to

telecommunications services provided by Buyer post-Closing Date. To the extent sucb reporting

obligations require data relatmg to telecommunications services provided by Debtors pre-Closing

Date to be included, Debtors shall provide such data in the appropriate format to Buyer upon

receipt of Qve {5)days advance written notice. This paragraph is intended to supp! ement, but not

modify, the provisions of the Sale Agreement and related agreements aHocatmg responsibility

for USF Obligations and such provisions, as supplemented hereby, shaH control as among the

parties to the Sale Agreement.

l 6. From and after the Closing ofthe Sale Agreement, the Debtors shaH have

no other or further liability with respect to Liabilities that are Assumed Liabilities.

] 4. Except as oth_vlsc provided in the Sale Agreement, with respect to all

parties having notice of this sale, Buyer is not a successor in mtcre.st to th_ Debtors or their

estates or the business of D_tor_.

15. Buyer, as the successful bidder for D_btors' Assets, shall be rcspons_le

for and timely pay all universal service fund contribution obligations ('_$F Obligations")

relatingtotelecommunicationsservicesprovidedby Buyer post-ClosingDate..,including,without

limitation,any and allUSF Obligationsresultingfrom thehue-up of ml_commun/_arions

reportingworkshc_ts("Worksheets")submittedthercafl_by Buyer relatingtosuch

telecommunicationsservicesprovidedpost-ClosingDais. Similarly,Debtors shallbe

responsible for and timely pay, to the extent p_nnitt_ by the Bankruptcy Code, all undisputed

USF Obligations ro]aling to telecommunications services provided by Debtors pro-Closing Date,

including, without limitation, any and all USF Obligations resulting from the tree-up of

Woff, sb_ets submitted by the Debtors or by Buyer relating to such telecommunications services

provided pro-Closing Date. Both Debtors and Buyer shall timely comply with all reporting

obligations required by the FCC and applicable federal regulations relating to

telex, ornmunieations services provided by Buyer post-Closing Date. To the extent such reporting

obligations require data relating to teleeommmai_tions services provided by Debtors pro-Closing

Date to be included, Debtors shall provide such data in the appropriate format to Buyer upon

receipt of five (5) days advance written notice. This paragraph is intended to supplement, but not

modify, the provisions of the Sale Agreement and related agreements allocating responsibility

for USF Obligations and such provisions, as supplemented hereby, shall control as among the

parties to the Sale Agreement.

16. From and after the Closing of the Sale Agreement, the Debtors shall have

no other or further liability with resper,.,t to Liabilities that are Assumed Liabilities.
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0 R PROVISIONS

17. The Me has been undertaken by Buyer and the Debtors at arm's length,

without collusion and Buyer will acquire the Assets pursuant to the Sale Agreement and the

Disposition Documents, in good faith, within the meaning of section 363(m) of the Bankruptcy

Code and is entitled to all af the protections in accordance therewith. Accordingly, the reversal

or modification on appeal of the authorization provided herein to consummate the Sale shall not

affect the validity of the Sale, unless such authorization is duly stayed pending such appeal.

18. The consideration provided by Buyer for the Assets under the Sale

Agreement is fair and reasonable and may not be avoided under section 363(n) of the

Bankruptcy Code or other applicable law.

19. If the plan of reorganization described. in paragraph P hereof is Gled and

conGrmed, the provisions of section 1146(c)of the Bankruptcy Code shall apply to thc Sale.

20. The second highest bid of 20/20 Technologies, Inc. ("20/20") is

irrevocable until August 6, 2005. Should Buyer fail to consummate the Sale approved herein,

20/20 shall bc deemed to have made thc Successful Bid and the Sellers are authorized but not

obligated to effectuate such sale without further order of the Banlcruptcy Court. Should the

Debtors inform 20/20 that their bid has been deemed to bc the Successful Bid on or before

August 6, 2005, thc parties shall have eighty ($0) days to close such sale. The Debtors shaD

return the good faith deposit made by 20/20 in accordance with the Bidding Procedures on the

earlier of (i) two business days after thc Closing with Buyer, or (ii) August 6, 2005, unless the

Debtors inform 20/20 that their bid has been deemed to be the Successful Bid on or before

August 6, 2005.

CMQ09 l I 7,5
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OTHER PROVISIONS

17. The Sale has been undertaken by Buyer and the Debtors at arm's length,

without c_Uusion and Buye_ wiI1 aczluire the Asset_ pursuant to the Sale Agreement and the

Disposition Document& in good faith, within the meaning of s_tion 363(m) of the Bankntptcy

Code and is entitled to all of the prot_tiom in accordance th_ewith. Accordingly, the reversal

ormodificationon appealof the authorizationprovidedhereintoconsunmmte theSaleshillnot

affectthevalidityofthe Sale,unlesssuchauthorizationisdulystayedpending such appeal.

18. The considerationprovidedby Buyer fortheAssetsunder theSale

Agreement isfairand reasonableand may notbe avoidedunder section363(n)ofthe

BankruptcyCode orotherapplicableIzw.

19. IftheplanofreorganizationdcscribedinparagraphP hereofisfiledand

confirmed,theprovisionsofsection1146(c)oftheBankruptcyCode sha.llapplytotheSale.

20. The secondhighestbidof 20/20Technologies,be. C'20/20")is

irrevocableuntilAugust 6,2005. ShouldBuyer failtoconsummate the Saleapprovedherein,

20/20shallbe deemed tohave made theSuccessfulBid and theSellcrsareauthorizedbutnot

obligatedtoeffectuatesuch salewithoutfurtherorderof theBankruptcyCourt. Should the

Debtors inform 20/20 that their bid has been deemed to be the Successful Bid on or before

August 6, 2005, the parties shall have eighty (._0) days to close such sale. The Debtors shall

return the good faith dcpogit made by 20/20 in accordance with the Bidding Procedures on the

earlier of(i) two business days after the Closing with Buyer, o÷ (ii) August 6, 2005, unless the

Debtors inform 20/20 that their bid has been deemed to be the Successful Bid on or before

Augast 6, 2005.

C[]_117,$

12



21. The rights, if any, of any creditors of the Debtors' estates with respect to

the allocation of the net proceeds of the Sale shall be reserved until the confirmation hearing in

the Debtors' chapter 11 cases with respect to a plan or plans of reorganization.

22. The provisions of this Sale Order are nonseverable and mutually

dependent.

23. This Sale Order and all provisions of the Disposition Documents shall bc

binding upon any successors and assigns of thc Debtors, including without limitation, any trustee

appointed for the Debtors in their chapter I l cases or in any superseding proceeding under

chapter 7 of the Bankruptcy Code.

24. The Sale Agreement, the Disposition Documents, or other instruments

may be modified, amended or supplemented by the parties thereto, in a writing signed by such

parties, and in accordance with the tertns thereof, without fMher order of the Court, provided

that any such modification, amendment or supplement does not have a material adverse effect on

the Debtors or their estates and is consented to in writing by the Committee.

, 25. The failure specifically to include any particular provisions of the Sale

Agreement or the Disposition Documents in this Sale Order shall not diminish or impair the

effectiveness of such provisions, it being the intent of the Court that the Sale Agreement aud the

Disposition Documents be authorized and approved in their entirety.

26. To the extent of any inconsistency between the provisions of the Sale

Agreement, any documents executed in connection therewith, and this Sale Order, the provisions

contained herein shaQ govern.

27. This Sale Order shaH take effect immediate)y and shall not be stayed

pursuant Lo Bankruptcy Rules 6004{g), 6006(d), or otherwise.
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2 I. The rights, if any, of any cr_tors of the Dobtors" estates with respect to

theallocationof thenetproceedsofthe $dc shallbc reserveduntiltheconfirmationboa.ringin

theDebtors'clmpt_ 11 caseswithrespecttoa planorplansofreorganization.

The provisionsofthisSaleOrder am nonseVerabl¢and mutually

d_p_d_t.

23. ThisSaleOrdsr and allprovisionsoftheDispositionDocuments shallbc

bimlingupon any s_sors and assignsoftheDebtors,includingwithoutlimitation,any tl-usts0

appointedfortheDebtorsintheirchapterI!case.sorinany supersedingprocec_ug under

chapter7 oftheBankruptcy Code.

24. The SaleAgreczn_t,theDispositionDocuments, or otherinstruments

may be modified,amended orsupplcment_ by thepartiesthereto,ina writingsignedby such

parties,and inaccordancewiththetermsthereof,withoutfurtherorderoftheCourt,provided

thatzny such modification,amc,admentorsupplementdoesnothave a m_mal advs1"sseffecton

theDebtorsortheirest,zlesand isconsentedtoinwritingby theCommittee.

.25. The faihn'cspecificallytoincludeany particularprovisionsoftheSale

Agre_'nentortheDispositionDocuments inthisSaleOrder shallnotdiminishorimpairthe

effectivenessofsuchprovisions,itbeingtheintentoftheCourtthattheSaleAgr_ment and the

DispositionDocuments be authorizedand approvedintheirentirety.

26. To theextentofany inconsistencybetween theprovisionsoftheSale

Agreement, any documents executedinconnectiontherewith,and thisSaleOrder,theprovisions

con_ned hereinshallgovern.

27. This Sale Ord_ shaU take effect immediately and shall not be stayed

pursum_ttoBankrnptcyRules f_)0_g),6006(d),or otherwise.
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28. The Bankruptcy Court shall retain jurisdiction to interpret, construe and

enforce the provisions of tbc Sale Agreement, any Disposition Documents and this Sale Order in

all respects and, further, to hear and determine any and all disputes between the Debtors and any

Non-Debtor Counterparty to any Assigned Agreements, concerning jeer. ~a1i the Debtors'

assignment and sale thereof to Buyer under the Sale Agreement. The Bankruptcy Court shal1

retain jurisdiction to enforce the provisions set forth herein against Buyer, its af6Kates or any of

Iheir respective successors m6 assigaa.

Dated: Ma, 2005
Chicago, Illmois

N. JACK B.SCHMETTERER
HD STATE BANKRUPTCY JUDGE

S~ DS

CHB2091 I 7.S
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28. The Bankruptcy Court shs_l retain jurisdiction to inm'pr¢_, construe and

_forc_ the provisions of the Sale Agrecmmt, any Disposition Documents and this Sslc Ordu in

all rc's'pects and, further, to hcsr and determine any and all disputes bet_vccn the Dobtors and any

Non-Dobtor Coumcrparty toany Assiga_l Agrc.cmcnts,concsrning_ _ theDobtors'

assignmsnt and sale _cr¢ofto Buyer und_ the Sale Agr_m_nt. The Bankruptcy Court shall

rctainjurisdictiontoenforcetheprovisionssetforthhereinsgainstBuyer,its_tcs or any of

uhcir respective successors a_d assigns.

Da_r.d: Ma_ ,(,2005

Chicago,Illinois

STATE BANKRUPTCY JUDGE
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[UA logo here]

Vanco Direct USA, LLC

jto go to interstate and international customers of UA.]

August 1"2005

Dear Customer:

Universal Access, Inc.

Vanco Direct USA, LLC ("Vanco") and Universal Access, Inc. ("UAI") have entered into
an Asset Purchase Agreement, whereby the telecommunications assets of UAI will be acquired
by Vanco, and Vanco will become your interstate/international telecommunications service
provider for data services. Vanco anticipates this happening on or before November 1, 2005.

This change in ownership will not affect or in any way disrupt your current service. The
rates and terms and conditions under your existing contract will not change as a result of
the transaction. No charges or fees will be imposed and no rate increase will occur as a result
of this transaction. Vanco will inform you, by separate mailing, of any post-transaction changes
which ma occur. For the UAI terms and conditions please go to

We realize you have a choice of carriers. Subject to the terms and conditions of your
existing contract with UAI, including applicable termination penalties, you have the right to choose
a different carrier for your services. Please note that if you are a customer of UAI on the date of
the transfer and you have not informed UAI that you have made arrangements to switch to a
carrier other than Vanco, your services will automatically be transferred and your account
assigned to Vanco, Also, if you have placed a "freeze" on the services to prevent the
unauthorized transfer of your services to another carrier, the freeze will be lifted and your services
will be transferred to Vanco. You must contact your local exchange carrier to re-establish freeze
protection for your Services after the transfer. Vanco will be responsible for any outstanding UAI

customer complaints after the date of transfer. I f you have any questions, please call one of
Vanco's Customer Service Representatives at 1-866-578-2626.

Vanco pic (FTSE:VAN), the pioneering and leading global Virtual Network Operator (VNO), does
not own any network infrastructure and therefore provides its clients with the freedom to benefit
from cost-effective, optimized, and fully-managed network solutions on a global basis. Vanco has
solutions available in 230 countries and territories with clients currently operating in 142
countries, utilizing Vanco as the single point of contact for each entire end-to-end solution. Its
unique business model has been a success for almost two decades, and the list of world leading
companies who rely upon Vanco for their network communications solutions includes Accor
Hotels, Avis, British Airways, Ford Motor Company, IBM/ Lloyds TSB, Pilkington and Siemens.
Vanco is recognized throughout the industry for its financial success and world class customer
service delivery. For more information - www. vanco. info.

We a t V anco a re pleased to welcome you to o ur team a nd would I ike to e xpress o ur
appreciation for allowing us the opportunity to be your telecommunication service provider. We
are confident that you wili be pleased with the high quality of our service.

Yours faithfully,

Ted Raffetto
Vanco

Randy Lay
Universal Access

vanco
[UA logo here]

Vanco Direct USA, LLC Universal Access, Inc.

[to go to interstate and international customers of UA.]

Augu_ 1= 2005

Dear Customer:

Vance Direct USA, LLC ("Vanco") and Universal Access, Inc. ("UAI") have entered into
an Asset Purchase Agreement, whereby the telecommunications assets of UAI will be acquired
by Vanco, and Vanco will become your interstate/intemational telecommunications service
provider for data services. Vanco anticipates this happening on or before November 1, 2005.

This change in ownership will not affect or in any way disrupt your current service. The
rates and terms and conditions under your existing contract will not change as a result of
the transaction. No charges or fees will be imposed and no rate increase will occur as a result
of this transaction. Vanco will inform you, by separate mailing, of any post-transaction changes
which ma occur. For the UAI terms and conditions please go to

We realize you have a choice of carders. Subject to the terms and conditions of your
existing contract with UAI, including applicable termination penalties, you have the right to choose
a different carrier for your services. Please note that if you are a customer of UAI on the date of
the transfer and you have not informed UAI that you have made arrangements to switch to a
carder other than Vanco, your services will automatically be transferred and your account
assigned to Vanco. Also, if you have placed a =freeze" on the services to prevent the
unauthorized transfer of your services to another carder, the freeze will be lifted and your services
will be transferred to Vanco. You must contact your local exchange carder to re-establish freeze
protection for your Services after the transfer. Vanco will be responsible for any outstand!ng UAI
customer complaints after the d ate o f transfer. I f you h ave any questions, p lease c all one o f
Vanco's Customer Service Representatives at 1-866-578-2626.

Vanco plc (FTSE: VAN), the pioneering and leading global Virtual Network Operator (VNO), does
not own any network infrastructure and therefore provides its clients with the freedom to benefit
from cost-effective, optimized, and fully-managed network solutions on a global basis. Vanco has
solutions available in 230 countries and territories with clients currently operating in 142
countries, utilizing Vanco as the single point of contact for each entire end-to-end solution. Its
unique business model has been a success for almost two decades, and the list of world leading
companies who rely upon Vance for their network communications solutions includes Accor
Hotels, Avis, British Airways, Ford Motor Company, IBM/Lloyds TSB, Pilkington and Siemens.
Vanco is recognized throughout the industry for its financial success and world class customer
service delivery. For more information - www.vanco.info.

We a t V anco a re p leased t o welcome you t o o ur team and would I ike t o express our
appreciation for allowing us the opportunity to be your telecommunication service provider. We
are confident that you will be pleased with the high quality of our service.

Yours faithfully,

Ted Raffetto Randy Lay
Vanco Universal Access


